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JOINT DEVELOPMENT PROPOSAL FOR TRINITY 
POWER FACILITIES 


MONDAY, JANUARY 20, 1958 


House or RepresENTATIVES, SUBCOMMITTEE 
ON IRRIGATION AND RECLAMATION OF THE COMMITTEE 
oN INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C0. 

The subcommittee met, pursuant to call, at 10:10 a. m., in the com- 
mittee room, New House Office Building, Hon. Wayne N. Aspinall, 
chairman of the subcommittee, presiding. 

Mr. AsprnaLu. The Subcommittee on Lrrigation and Reclamation of 
the full Committee on Interior and Insular Affairs will now be in 
session for the consideration of H. R. 6997, by Mr. Scudder, of Cali- 
fornia, a bill to provide for the joint development of the water-power 
resources of the Trinity River division, Central Valley project, Cali- 
fornia, by the United States and Pacific Gas & Electric Co., and for 
several other purposes. 

There are several bills which are before the committee, they are 
similar bills: bill H. R. 7407, by our colleague and member of this 
committee, Mr. Utt; H. R. 10005, by Mr. Gubser, of California. 

Congressman Utt, which bill is it you desire to have considered by 
the committee ? 

Mr. Urr. Mr. Scudder’s bill. 


Mr. Asprnaty. Unless there is objection, H. R. 6997, by Mr. Scud- 
der, will be printed in the record at this point in the hearing. 
Hearing no objection, it is so ordered. 


Unless there is an objection, proper reference will be made to com- 
panion bills. 


Hearing no objection, it is so ordered. 
(H. R. 6997 follows.) 


[H. R. 6997, 85th Cong., 1st sess.] 


A BILL To provide for the joint development of the water te resources of the Trinity 
River division, Central Valley project, California, by the United States and Pacific Gas 
and Electric Company, to reduce expenditures of the United States, to increase revenues 
of the United States, to encourage the most widespread use of the power generated at 
the lowest possible rates to consumers consistent with sound business principles, and 
for other purposes 


Be in enacted by the Senate and House of Representatives of the United 
State of America in Congress assembled, That the Secretary of the Interior 
is hereby authorized and directed, not later than six months from the date of 
enactment of this Act, (1) to enter into such agreements with Pacific Gas and 
Electric Company (including agreements amendatory of existing agreements 
with the Company relative to sale and interchange of electric power and energy 
and to transmission and exchange service) as he determines to be required to 
provide for the purchase by the Company of the use of the falling water made 
available by the Federal facilities of the Trinity River Division, Central Valley 
Project (Act of August 12, 1955, 69 Stat. 719, as amended by the Act of July 
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2, 1956, 70 State. 474, 478), and (2) to grant to the company a license to con- 
struct, operate and maintain upon lands owned by the United States hydroelec- 
trie power plants and related transmission facilities of said Trinity River 
Division. Said agreements and license shall be on terms and conditions no less 
favorable to the United States than those recommended by the Secretary in his 
reports contained in House Document Numbered 94, parts I and II, Eighty- 
fifth Congress, first session, and shall among other things, provide in substance 
as follows: The right of recapture by the United States may be exercised upon 
not less than two years’ notice in writing from the Secretary, upon or after 
expiration of the license but without restriction to the period that may then 
be provided by the Federal Power Act for taking over projects licensed there- 
under. The property of the company as to which severance damages shall be 
payable in the event of recapture shall be limited to the transmission lines and 
related communication facilities determined by the Secretary to be required 
to connect the company’s electric system with the power plants constructed 
by the company in order to utilize the falling water made available by the 
Federal facilities of the Trinity River Division, to the extent that such trans- 
mission lines and related communication facilities are not included by the Sec- 
retary among the works to be recaptured by the United States. The company 
shall keep all its accounts respecting “Pacific Project”, as defined in the draft 
of falling water agreement contained in House Document Numbered 94, Eighty- 
fifth Congress, first session (including such non-Federal lands as may be oc- 
cupied thereby), in accordance with the uniform system of accounts prescribed 
by the Federal Power Commission from time to time for licensees under the 
Federal Power Act, and the Company shall be subject to the jurisdiction of said 
Commission with respect to the determination of net investment in said “Pacific 
Project” in accordance with the terms, conditions, and procedures established 
from time to time for licensees under the Federal Power Act: Provided, That the 
net investment shall include only such additions and betterments as are ap- 
proved in advance by the Secretary. 

Sec. 2. The terms and conditions of the agreements entered into or the license 
granted pursuant to section 1 of this Act may be amended from time to time 
upon mutual agreement of the parties: Provided, That the Secretary shall enter 
into no amendment which in his judgment would impair the operation of the 
Central Valley project for its primary purposes of river regulation, improvement 
of navigation, flood control, and irrigation and domestic uses of water: And 
provided further, That no amendment to the provisions for sale of falling water 
or the license granted to the company shall be effective unless hereafter author- 
ized by Act of Congress. 

Sec. 3 In the event the company fails to exercise due diligence in the con- 
struction of the works herein authorized to be licensed, the Secretary may, after 
having given to the company due notice and an opportunity to be heard, declare 
the license forfeited and the agreements null and void. In such case, the Secre- 
tary shall proceed to construct the hydroelectric powerplants and transmission 
facilities as provided in the Act of August 12, 1955, as amended. In the event 
of a forfeiture, the company shall be entitled to compensation for the project 
in its state of completion at the time of such notice, determined as in the case 
of recapture. 

Sec. 4. Section 4 of the Act of August 12, 1955, is hereby amended by desig- 
nating the present section as paragraph (a) and adding thereto a new paragraph 
(b) to read as follows: “(b) Electric power and energy generated at the plants 
and transmitted over lines covered by the license for which provision is made in 
the Trinity Joint Development Act of 1957 shall be transmitted and disposed 
of under the respective regulatory jurisdictions of the Federal Power Commission 
and the Publie Utilities Commission of the State of California,”. 

Sec. 5. Neither the granting of a license as provided in section 1 of this Act 
nor the occupancy by the company of lands of the United States for the works 
constracted, operated, and maintained pursuant to such license shall impair 
the right of the State of California or any agency or subdivision thereof to levy 
and collect taxes upon “Pacific’s Project” (as defined in said falling water agree- 
ment) in the manner provided by the constitution and laws of the State of 
California, and nothing herein shall exempt or be construed to exempt such 
property from such taxation. The second sentence of section 5 of the Act of 
August 12, 1955, is hereby amended by adding thereto a proviso reading as 
follows: “Provided, That in the event of development under the Trinity Joint 
Development Act of 1957, there shall be deducted from such value that portion 
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thereof which, in the judgment of the Secretary, is properly allocable to hydro- 
electric power.” 

Sec. 6. The Secretary shall report to the Congress biennially at or near the 
beginning of each Congress, with respect to operations under this Act. 

Sec. 7. This Act shall amend and supplement the Act of August 12, 1955 (69 


Stat. 719), as heretofore amended, and may be cited as the “Trinity Joint De- 
velopment Act of 1957.” 


Mr. Asprnaty. Unless there is an objection, the departmental re- 
port, under date of July 11, 1957, Aleanse to our colleague, the 
Honorable Clair Engle, chairman of the full committee, and signed 
by the Honorable Fred A. Seaton, Secretary of the Interior, which 


report is favorable to the passage of the legislation, will be made a 
part of the record at this point in the hearing. 


Hearing no objection, it is so ordered. 
(The departmental report follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., July 11, 1957. 
Hon. CLarR ENGLE, 


Chairman, Comittee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


DeAR Mr. ENGLE: Reports have been requested from this Department on 
H. R. 6997 and H. R. 7407, both of which are bills to provide for the joint develop- 
ment of the waterpower resources of the Trinity River division, Central Valley 
project, California, by the United States and Pacific Gas & Electric Co., to reduce 
expenditures of the United States, to increase revenues of the United States, to 
encourage the most widespread use of the power generated at the lowest possible 
rates to consumers consistent with sound business principles, and for other 
purposes. 

We recommend that one or the other of these two bills be enacted. 

Section 1 of these bills would, if enacted, direct this Department to enter into 
a contract with the Pacific Gas & Electric Co. for the sale of falling water 
made available by the Trinity River division of the Central Valley project, Cali- 
fornia, and to grant a license to that company for the construction of generation 
and transmission facilities in connection therewith. The possibility of such an 
arrangement was contemplated when the Trinity River division was authorized 
by the Congress (act of Aug. 12, 1955, 69 Stat. 719). That act directed this 
Department “to continue to a conclusion the engineering studies and negotiations 
with any non-Federal agency with respect to proposals to purchase falling water 
and, not later than eighteen months from the date of enactment of this Act, 
report the results of such negotiations, including the terms of a proposed agree- 
ment, if any, that may be reached, together with * * * recommendations thereon, 
which agreement, if any, shall not become effective until approved by Congress.” 

Section 1 also provides that the terms of the contract and license shall be not 
less favorable to the United States than those included in House Document No. 
94, 85th Congress. The form of contract and license there set out provide, 
among their salient provisions, for (1) construction of the Trinity, Lewiston, 
Clear Creek, and Spring Creek powerplants (approximately 384,600 kilowatts 
in all) and related transmission facilities at the expense of the company; (2) 
the furnishing of falling water by the Government in specified minimum monthly 
amounts or, in lieu thereof, the furnishing of power and energy from Central 
Valley project powerplants; (3) payments by the company under a formula 
which, it is estimated, will yield net revenues totaling about $230,850,000 over 
the 50-year term of the contract or an average of about $4,617,000 per year; (4) 
permissible recapture by the United States at the end of this 50-year period 
upon payment of the company’s undepreciated investment and severance dam- 
ages; (5) extension of the present interchange agreements, which expire in 1961, 
to the same termination date as the falling-water contract; and (6) the firming 
of project energy to meet preference customer requirements up to a limit of 
450,000 kilowatts. 

In addition to providing in general that the contract and license shall 
contain terms not less favorable to the United States than those set forth in 
House Document No. 94, section 1 of the bill spells out several respects in 
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which the actual documents will differ from the drafts. Thus the bill, if enacted, 
will require that the Government’s right of recapture upon or after expiration 
of the license be unrestricted as to time save for the requirement that 2 years’ 
notice be given. It will also require that the troublesome question of severance 
damages be handled with more particularity and clarity than it now is either in 
the Federal Power Act or in the form of contract by limiting the “property of 
the company as to which severance damages shall be payable * * * to the trans- 
mission lines and related communication facilities determined by the Secretary 
to be required to connect the company’s electric system with the powerplants 
constructed by the company in order to utilize the falling water made available 
by the Federal facilities of the Trinity River division, to the extent that such 
transmission lines and related communication facilities are not included among 
the works to be recaptured by the United States.” And it will require that the 
company’s accounts with respect to the works it builds be kept in accordance 
with the Federal Power Commission’s uniform system of accounts and that 
determination of its net investment in those works be under the jurisdiction of the 
Commission and include only additions and betterments approved in advance 
by the Secretary of the Interior. 

Section 2 of the bill permits amendment from time to time of the contract 
and license, restricting however the scope of such amendments to those that will 
not impair operation of the Central Valley project for river regulation, improve- 
ment of navigation, flood control, and the furnishing of water for irrigation and 
domestic purposes and providing, further, that any modification of the provisions 
for sale of falling water or of the license shall be effective only upon approval 
by act of Congress. 

Section 3 provides that, unless the company exercises due diligence in the con- 
struction of the works covered by the license, the Secretary may declare the 
license forfeited and the agreements null and void and that, if he does so, he 
shall proceed with construction of the works as authorized by the act of August 
12, 1955, as amended. Forfeiture may not, however, be declared until after 
notice and an opportunity to be heard, and the company will be entitled to com- 
pensation for the works it has constructed as they then exist. 

Section 4 contains an amendment to section 4 of the act of August 12, 1955. 
The amendment would provide that the transmission and disposition of power 
and energy by the company shall be in accordance with the regulations of the 
Federal Power Commission and the Public Utilities Commission of the State 
of California, each acting within its own jurisdiction. 

Section 5 deals with tax matters. The first sentence negatives any possibility 
that the existence of a license from this Department or the occupancy of Federal 
lands may impair the right of the State of California to tax the company upon 
the works constructed under the act. The second sentence provides for a reduc- 
tion in the amount of in-lieu payments to be made by the Government to 
Trinity County under the act of August 12, 1955, this reduction being based 
on that portion of the value of the property which the Secretary finds properly 
allocable to hydroelectric power. 

Section 6 requires a biennial report to the Congress of operations under 
the act. Section 7 provides that the act shall be an amendment and supplement 
to the act of August 12, 1955. as already amended, and gives it a short title. 

Our reasons for recommending enactment of such legislation are spelled out 
in our letter to the Speaker of the House dated February 12, 1957 (reprinted 
in H. Doc. No. 94), as supplemented by our letter of June 4. Briefly, the 
reasons are these: Construction of the Trinity power facilities by a non-Federal 
agency will reduce the Government’s capital investment in the Trinity divi- 
sion by $55,500,000 at a time when it is important to lessen demands on the 
Federal Treasury. By the end of the year 2013, moreover, such construction 
will have increased Central Valley project revenues, we estimate, by $124 
million or $165 million, depending on whether the San Luis unit of the project 
is or is not constructed by the Federal Government. This will enhance the 
availability of project revenues to assist irrigation. At the end of the 50-year 
period, the Federal Government will be in a position to recapture the power- 
plants upon payment of the undepreciated investment and severance damages, 
both of which items, we believe, will be relatively minor. Finally, the power 
facilities will have yielded Federal, State. and local governments about $1381 
million in taxes over the 50-year period. These factors, in our judgment, out- 
weigh the loss of energy which, under Federal construction. could be made 
available to customers entitled to preference under the Federal reclamation laws 
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and the increased cost to them of equivalent energy bought from the com- 
pany. According to estimates of the Bureau of Reclamation, power available 
for preference customers would be about 650,000 kilowatts with Federal con- 
struction and 400,000 kilowatts with company construction if the San Luis unit 
is not authorized or 470,000 kilowatts with Federal construction and 290,000 
kilowatts with company construction if the San Luis unit is authorized. If com- 
pany construction is approved, the added payments by preference customers, in- 
cluding Federal installations, over a 50-year period would be about $115 million 
without San Luis and about $150 million with San Luis under the assumptions 
of the Bureau of Reclamation. 

The Bureau of the Budget has advised that there would be no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 

Mr. AsptnaLu. The chairman has a short statement he wishes to 
make. 

The legislation before the subcommittee this morning would au- 
thorize construction of the Trinity power facilities by the Pacific Gas 
& Electric Co. and the sale of falling water to the company. When 
this committee considered the Trinity authorizing legislation in 1955, 
the Pacific Gas & Electric Co. presented to the committee its proposal 
for joint development of the Trinity facilities. In view of the fact 
that negotiations between the company and the Department of the 
Interior with respect to this proposal had not been completed at that 
time and the Department could take no position with respect thereto, 
this committee placed language in the authorizing legislation provid- 
ing for the completion of negotiations and reporting to the Congress 
thereon. The provision in the authorizing legislation is as follows: 

“Provided, That the Secretary is authorized and directed to continue to a 
conclusion the engineering studies and negotiations with any non-Federal agency 
with respect to proposals to purchase falling water and, not later than eighteen 
months from the date of enactment of this Act, report the results of such negotia- 
tions, including the terms of a proposed agreement, if any, that may be reached, 
together with his recommendations thereon, which agreement, if any, shall not 
become effective until approved by Congress. The works authorized to be 
constructed shall also include a conduit or canal extending from the most 
practicable point on the Sacramento River near Redding in an easterly direction 
to intersect with Cow Creek, with such pumping plants, regulatory reservoirs, 
and other appurtenant works as may be necessary to bring about maximum 
beneficial use of project water supplies in the area. 

In compliance with this provision, the Secretary of the Interior 
submitted to Congress on February 12 his report and recommenda- 
tions on joint development. This report is printed as House Docu- 
ment 94, parts I and II. Subsequently legislation was introduced to 
approve joint development and on July 11, 1957, the Department 
reported favorably on this legislation. Copies of these documents are 
beforeeach member. After receipt by the committee of the Secretary’s 
report on joint development, it became evident that the committee 
would need additional information and backup data to properly 
evaluate the proposal. Several inquiries were made to the Department 
of the Interior, the Pacific Gas & Electric Co. and others. The infor- 
mation furnished as a result of these inquiries has been compiled in 
Committee Print No. 13. A few of the more voluminous documents 
are included only by reference and are in the committee’s files. 

May I say to my colleagues that this is a very important hearing. 
This is the major program of its kind that has heretofore come te 
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Congress for consideration. Most all activities between the Federal 
Government in its reclamation program and the users and the com- 
munities in which such facilities are used are in the form of partner- 
ships, of course. Although this matter has been referred to as a 
partnership undertaking, this matter is no more of a partnership 
undertaking than many similar activities existing between the Bureau, 
the Federal Government, and the communities in such facilities or 
such operations throughout the years since the 1902 act was passed. 
The chairman is inclined to use the phrase “joint undertaking of 
construction and operation” rather than to use the word “partnership.” 

In the chairman’s own community there has been the sale of falling 
water since the middle 1920s, and under the circumstances it proved 
to be very beneficial and has worked out very effectively. 

This, however, is a major undertaking which has captured a great 
deal of interest throughout the United States. It is my hope that the 
members of the committee, as far as possible, will be present and that 
we can study this proposal thoroughly and be able to recommend to 
our colleagues of the House of Representatives what the majority of 
the members of this committee feel to be in the best interests of every- 
body concerned in the United States. 

The chairman has always tried to divide the time on these bills as 
equitably as possible—50 percent of the time to the proponents and 50 
percent to the opponents. The time for consideration on final markup 
is not taken into consideration. He will endeavor to do so on this 
piece of legislation. 

It is the Chair’s understanding that the Secretary of the Interior can- 
not be with us until Wednesday. It is hoped that the gentleman from 
California, Mr. Utt, to whom I have recommended that he call the wit- 
nesses as he sees fit, will make available time for Mr. Seaton on Wed- 
nesday from the time which is allotted to him. On the other hand, if 
the members of this committee feel that the Secretary is placed in no 
different position on this piece of legislation than he is on similar legis- 
lation on which the Bureau of Reclamation and the Department of 
the Interior take a favorable position, then the chairman will be guided 
accordingly. 

Dr. Miruter. A parliamentary inquiry. How many hours are set 
aside for the hearing ? 

Mr. Asprnauu. The hearing has been allocated 10 hours by the chair- 
man of the committee, with the understanding, as we approach Wed- 
nesday, if it is necessary to have additional time, we will try to hold 
hearings on Thursday afternoon and Friday afternoon. 

Dr. Miiier. Does that mean 5 hours for each side ? 

Mr. AspINALu. Yes, sir, that is 5 hours for each side. 

Mr. Dawson. Mr. Chairman, does that include the Department of 
the Interior as a proponent ? ; 

Mr. Asprnatu. That would include the Department of the Interior 
as a proponent. That is the reason why I made my statement as to 
whether there is objection to that. 

Dr. Miuirr. Mr. Chairman, you have always been very fair about 
allocating time, and I hope if the Secretary of the Interior comes up 
we will not cut him off in 30 minutes’ or an hour’s time, because the 
members of the committee will certainly want to make pertinent in- 
quiries of the Secretary and his staff as to the provisions of this bill. 

Mr. Enoie. Will the gentleman yield? 
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Dr. Minuer. Yes. 


Mr. Enatr. I would like to say, we will try to accommodate the 
Secretary. We know he is a busy man. If more time is needed, we 
have no objection to that, provided the time is roughly equal. I am 
not speaking of any particular time, but that it is roughly equal. In 
other words, if the Secretary takes more time, it is perfectly all right 
with us, provided it is in the proponent’s time. 

Dr. Muier. I was thinking about the 5 hours on each side. If that 
was going to be inflexible, it might be a little difficult to get sufficient 
time for the Secretary on Wednesday. I would suggest 10 hours not 
be a firm commitment, but if 1 side has 6 hours, the other side should 
have 6 hours, if we have to have afternoon hearings or hearings next 
week. 

Mr. Asprnatu. The chairman made the suggestion we may hold 
afternoon meetings on Thursday and Friday. 

Mr. Ruopes. Mr. Chaiman, reserving the right to object, is there 
any precedent for treating the testimony of the Secretary of the In- 
terior as the testimony of an opponent or proponent of a measure ¢ 

Mr. Asprnati. The chairman wishes to make this statement: The 
Secretary, perhaps, has never been in such a position before, as far as 
that is concerned. The chairman is going to be guided by the wishes 
of his colleagues, and so that we will have an understanding of what is 
involved I made the statement this morning. I can assure you that 
we shall be fair about it. 

Mr. Ruopes. Further reserving the right to object, Mr. Chairman, 
of course, if the Secretary of the Interior is on the witness stand and 
his time is charged to the proponents from California, it does not 
seem to put the gentleman from California (Mr. Utt) in a very good 
light to say to the Secretary, “You will have so many minutes,” and 
say to the members of the committee, “ You will have so many minutes 
to question the Secretary.” 

We have a little different situation as far as the prestige and standing 
of this witness is concerned. I know personally I would not want to 
be put in that position if I were the gentleman from California, Mr. 
Utt. 

Mr. Urr. Mr. Chairman, reserving the right to object, my position 
on this would be that the questioning of the Secretary would probably 
be evenly divided between both sides and it would be only proper to 
charge the opponents of the bill with such time as they take up in ques- 
tioning the Secretary, and probably it would result in an even divi- 
sion of the time of the Secretary. 

Mr. Asprnatn. The subject just having been brought up as we talked 
it over, why not leave matters until Wednesday, and then we shall see 
to it that the Secretary’s time is allotted equally as far as the committee 
is concerned. 

Mr. Urr. Further reserving the right to object, the Secretary cannot 
be here until Wednesday morning, and while it would be out of order, 
would it be proper for the opponents to take time before the Secre- 
tary is here in order to complete some of the testimony of the opponent 
witnesses / 

Mr. Asprnaty. The chairman would not be in favor of it unless it 
is the unanimous wish of the committee, which would be all right. 
But the chairman would not be in favor of changing the procedure we 
have followed here before. In other words, it has always been best to 
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put on the testimony of the proponents so that we have a complete 
understanding of what is involved when the opposition takes its place 
at the witness table. Unless the committee favorably acts upon a 
unanimous-consent request, I would suggest we use today and tomor- 
row for the proponents’ testimony and then we will see where we are 
at the end of that time. 

Mr. Tomson. Mr. Chairman, reserving the right to object, being a 
rather newcomer on this committee and not having considered Trinity 
previously, I did not realize the battlelines were so clearly drawn here. 
As far as I am concerned, I am for a partnership operation in a proper 
instance and a Federal development in the proper instance, and I am 
going into this with an open mind. 

It seems to me that the Department witness is always looked upon 
as giving objective testimony. I have not always agreed with them, 
and quite frequently I do not, but every piece of legislation that comes 
up has a Department report. They are either for or against it. It 
seems to me it would be setting a precedent that would say that once 
they have said they are for a piece of legislation they have to be 
counted as proponents, and if they are against it, they have to be 
counted as opponents. I believe we should think very carefully about 
establishing that precedent. 

Mr. Asprnatu. That is the reason I brought it up, Mr. Thomson. 
This is a little different, though, because the proposal was made in the 
first instance by the Department. The chairman has no particular 
feeling. He would just as leave have the departmental testimony on 
the basis of both sides, and we will try to be governed accordingly, 
so that we are able to understand what is involved. 

Mr. THomson. I am sure the chairman will be eminently fair about 
it and objective, as he always is. I have no concern about that. 

Mr. AsprnaLu. This committee, asa rule, gives favorable recognition 
to requests from the other body. I have on my desk this morning a 
letter under date of January 16, from United States Senator Thomas 
H. Kuchel of California, who wishes to have the letter made a part of 
the record. The Chair is of the opinion that this letter does not prop- 
erly belong at the beginning of the hearing, but inasmuch as the Sen- 
ator from the other body has seen fit to date it and send a publicity 
release under today’s date, 1 wonder if there would be any objection 
to accepting it and having it made a part of the record at the beginning 
of the testimony for the opposition. Is there any objection to that? 

Dr. Mirier. Reserving the right to object, I think it would be bet- 
ter for them to release their own testimony. 

Mr. Asprnatu. We are not releasing his testimony, but it looks 
rather ridiculous to have something sent out 

Dr. Mixer. It is opposition testimony, as I understand, and should 
not appear at the beginning of this testimony. 

Mr. Ener. Mr. Chairman, I ask unanimous consent it be inserted 
in the record at the beginning of the testimony of the opponents. 

Mr. Asprnatu. Is there any objection ? 

Hearing none, it isso ordered. (See p. 135). 

At this time, the committee will listen to an explanation of the bill, 
and such statement as he may wish to make, from my colleague, Mr. 
Scudder, sponsor of the bill. 

We are pleased to have you before our committee, Mr. Scudder, 
and we will listen with interest to your statement. 
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STATEMENT OF HON. HUBERT B. SCUDDER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Scupper. Thank you very much, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, I appreciate the 
privilege of appearing before your committee in the interest of H. R. 
6997, which I introduced on April 17, 1957, and a companion bill, in- 
troduced by my colleague, Congressman Utt, which is H. R. 7407. 

These bills carry out the recommendation of the Secretary of the 
Interior in compliance with the bill authorizing the construction of 
the Trinity River project, with which your committee is familiar. 

In that authorization act, Congress directed the Department of the 
Interior “to continue to a conclusion the engineering studies and nego- 
tiations with any non-Federal agency with respect to proposals to 
purchase falling water.” 

The results of this study have been made available to your commit- 
tee. The P. G. & E. was the only power company that expressed 
interest in this project. The terms of this agreement would increase 
Central Valley project revenues, and it was recommended by the 
Secretary. 

I have, and always have had, a great interest in the Trinity River 
because it is a tributary of the Klamath River, and its waters flow into 
the Pacific Ocean through my district. The Trinity River project, 
which is now under consideration, diverts the waters from the Pacific 
slope into the Sacramento Valley. I have a particular interest in this 
project because the waters of this river could have a very important 
economic reaction, by its diversion, to future industry on the Pacific 
slope. 

When this measure was proposed I advocated before your commit- 
tee that certain waters be reserved from downstream users if and when 
it might be needed for industrial development, and the time will 
shortly come when some of that water will be needed. 

I was able through the cooperation of your chairman to propose 
an amendment which was adopted on the floor of the House when the 
authorization bill was pending, which was to require that 50,000 acre- 
feet per year be released to the Trinity River if and when needed. I 
appreciate this action by the Congress. 

I would like to quote the enabling clause of H. R. 6997: 

To provide for the joint development of the water power resources of the 
Trinity River division, Central Valley project, California, by the United States 
and Pacific Gas & Electric Company, to reduce expenditures of the United States, 
to increase revenues of the United States, to encourage the most widespread use 
of the power generated at the lowest possible rates to consumers consistent 
with sound business principles, and for other purposes. 

I would not ask for my district anything that I would not support 
for your district under similar conditions. 

I feel that, if the partnership agreement is not entered into, the 93 
percent of the power consumers of northern California will be dis- 
criminated against to the advantage of the few preference customers 
that might benefit should the power plant be constructed by the Fed- 
eral Government. 

I would like to approach this controversy on an honest, aboveboard, 
equitable and fair basis in the interest of my home State and the Fed- 
eral Government and all its taxpayers. 
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President Eisenhower has included in the 1959 budget a $2 billion 
increase in expenditures for missiles and other military requirements. 
Generally, the American people are willing to pay whatever is needed 
to overtake the Soviet Union’s missile lead, for our national security 
is at stake. At the same time, they have a right, while paying more 
willingly, to demand an immediate end to waste, duplication of effort, 
and extravagance in Government spending. 

I was a member of the California State Legislature when the Cen- 
tral Valley project was authorized by the State. I was still a mem- 
ber of the legislature during the depression period when the Federal 
Government started their program of Federal construction of the 
various flood control and reclamation projects. In those rather pan- 
icky days, the State of California was very glad to turn over to the 
Federal Government the tremendous job of ¢ 
flood control and reclamation projects. 

Immediately upon coming to Congress in 1949, and knowing the 
great flood hazard of the Sacramento Valley, I began an investigation 
into the Feather River project at Oroville, and in March 1950, I in- 
troduced a bill to authorize the development of the Feather River for 
= purposes. It would eliminate the last great flood hazard 
of the Sacramento Valley. However, this bill was never favorably 
acted on. 

California has decided to go ahead with this project, and at the 
present time there is pending an authorization for Federal partici- 
pation for flood-control purposes in the amount of $50 million of 
Federal participation to assist in that project. I believe the Federal 
Government is justified in assisting, and the Public Works Committee 
of the House this past year approved the inclusion of participation 
in the Feather River project in the omnibus bill. 

There are many worthy projects in California and elsewhere that 
will need Federal assistance. I trust that you will all keep the re- 
lated facts in mind in considering the partnership proposal as set 
forth in the Secretary’s proposal and the intent of H. R. 6997. 

More than a hundred years ago, Abraham Lincoln, in speaking on 
Government responsibilities, made this statement : 


carrying on the proposed 


The legitimate object of Government is to do for a community of people what- 
ever they need to have done but cannot do it all or cannot do so well for them- 
selves in their separate and individual capacities. In all that the people can 
individually do as well for themselves the Government ought not to interfere. 

It is my firm conviction that the people of California will be more 
equitably served if you approve the passage of my bill. 

Quite likely before the Trinity River | project is completed, exclu- 
sive of the power facilities, it will cost the Federal taxpayers almost 
$200 million, not including the power costs, which will quite likely 
run in the neighborhood of $60 million. According to the last figures 
I received, the cost of the power facility will be $60 million, and this 
would be an immediate saving to the Treasury of the United States 
if the Pacific Gas & Electric Co. constructs these facilities. 

Furthermore, the proposed contract for sale of falling water will 
result in an increase of $165 million, which will be returned to the 
credit of the Central Valley project over a 50-year period. At the 
same time, the estimated taxes to be paid to the State, Federal, and 
local governments will amount to approixmately $145, millon. 
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The Secretary of the Interior, in his report and recommendations, 
stated : 


It should be noted also that the Commissioner’s report states that the capital 
investment of the United States would be reduced by $55,000,000. This repre- 
sents an immediate lessening of demands on the Federal budget in the next 
few years, or this sum could be diverted to the construction of other needed 
reclamation projects. 

It appears even more imperative now that we take advantage of 
this opportunity to reduce the capital outlay by the Federal Govern- 
ment. 


I can assure your Committee that it is my belief the gteat prepond- 
erance of the citizens of California will favor your action in the adop- 
tion of the partnership plan. 

Over 75 major newspapers throughout the State of California have 
editorially endorsed this proposal. The California Farm Bureau 
Federation, re epresenting over 70,000 farm families in California, many 
of whom are located in the Central Valley, has endorsed the partner- 
ship program. Tax associations, chambers of commerce, and many 
other groups lend their support to this program. 

I would desire to include at this point a letter and resolution of the 
International Brotherhood of Electrical Workers endorsing the part- 
nership plan, I have a letter from the IBEW, dated May 13, 1957, 
headed “Trinity Partnership Backed by Northern California, IBEW.” 

The letter reads: 


At its semiannual meeting held in Vallejo on May 11, the Joint Executive 
Conference of Northern California Electrical Workers, IBEW, AFL-CIO, passed 
a resolution calling on Congress to approve the partnership plan in the Trinity 
River development. 

The conference, representing IBEW local unions from Salinas to Eureka, called 
for passage of H. R. 6997 which would provide for construction and operation 
of the power facilities on the project by private power. 


Signed : “Local Union 1245, IBEW, AFL-CIO, 1918 Grove Street, 
Oakland 12, Calif.” 


The resolution adopted by this union reads as follows: 


Jornt EXECUTIVE CONFERENCE OF NORTHERN CALIFORNIA ELECTRICAL WORKERS 
OF THE INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS 


RESOLUTION ON TRINITY PROJECT 


Whereas the construction of the Trinity River project has been authorized by 
the Congress; and 

Whereas there is pending legislation which would provide for private develop- 
ment and operation of the power facilities in connection with the project; and 

Whereas the construction, operation, and maintenance of the powerhouses 
plus the generation and distribution of the power is of vital interest to the 
members of the IBEW; therefore be it 

Resolved, That the Joint Executive Conference of Northern California Elec- 
trical Workers of the International Brotherhood of Electrical Workers, AFL-— 
CIO, go on record in favor of the partnership plan for joint public and private 
development of the Trinity River resources; and be it further 

Resolved, That the conference go on record in support of H. R. 6997, 85th 
Congress, which would provide for joint development of the project by the 
United States and the Pacific Gas & Electric Co. ; and 

Resolved, That copies of this resolution be sent to the congressional represent- 
atives of northern California and the affiliated locals of this conference with 
the intent that they take similar action 

Adopted this day, May 11, 1957, at Vallejo, Calif. 

W. H. DIeDERICHSEN, 
Secretary, San Mateo, Calif. 
20717—58 


bo 
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I have a further letter from the electrical workers, addressed to me 
under date of June 17, 1957: 


Hon. Husert B. ScuppEr, 
House O fice Building, 
Washington, D. OC. 


My Dear ConcRESSMAN: I have been instructed by my organization, Local 
1245 of the International Brotherhood of Electrical Workers, AFL-CIO, to com- 
municate with you in order to present the views of our membership with respect 
to the partnership plan as proposed in connection with the Trinity River project. 

A prepared statement is enclosed herewith. We would be most happy to 
hear from you regarding your views in this matter. 

Very truly yours, 
Ronatp T. WEAKLEY, Business Manager. 


The resolution of policy is herewith set forth: 


TRINITY RIVER PROJECT 


Our union, Local 1245 of the International Brotherhood of Electrical Work- 
ers, AFL-CIO, represents some 14,500 employees of the Pacific Gas & Electric 
Co. 

We wish to bring to your attention our views on the partnership plan as 
recommended by Interior Secretary Seaton for consideration by the Congress 
in the matter of the Trinity River project. 

Our members, who make their living by serving the public, work for the 
P. G. & E., which is a regulated private industrial enterprise. The employees 
work under collective bargaining agreements covering wages, working conditions, 
and other employee benefits. 

This union was chosen by the employees to represent them as a result of 
procedures afforded by Federal law and a peaceful and harmonious relationship 
has been developed over a number of years. 

The employee, the employer, and the general public have benefited by a legal 
and responsible application of the principles of sound industrial relations. 

We are seriously concerned over the possibility of the Federal Government 
building and operating the power facilities involved in the Trinity River project. 
Should the Government build the generating plants, transmit and market the 
power developed on the Trinity, our members will be adversely affected. 

Public power advocates seem to ignore the fact that the economic welfare of 
thousands of utility workers is affected each time governmental agencies invade 
the private power industry. 

Public agencies generally do not allow and usually prohibit the right of free 
organization for collective bargaining and the right of contract. We have seen 
group after group of utility werkers shunted into publicly operated power 
districts without any consideration given to decent wages, working conditions, 
and safety regulations. 

Private development of the power facilities of the Trinity project will provide 
additional employment for our members: and will serve to maintain adequate 
wages and conditions through collective bargaining. Federal development and 
power marketing will, our experience shows, lead to expansion of the unfair 
treatment of utility workers through loss of rights enjoyed by the rest of labor. 

One example is the State of Nebraska, where the private power industry has 
been practically run out of business and, with it, legal collective bargaining be- 
tween utility workers and management. 

Should the Government extend its invasion into the power business, some 
250,000 kilowatts would be made available to so-called preference customers and 
the distribution thereof would favor a comparatively few California power cus- 
tomers at the expense of the United States taxpayers, of which we are a 
definite part. 

As to our union, we find that few people take time to consider the welfare of 
utility workers and their families when the issue of public power is debated. 

The policy of our local union in the Trinity controversy is set forth in the 
preamble of our agreements with the Pacific Gas & Electric Co., and we quote: 


“TITLE 1. PREAMBLE 


“1.1. The parties recognize that the free private enterprise system in the 
United States has produced the highest standard of living anywhere in the world, 
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and they hereby confirm their adherence to, and belief in, that system. In 
accordance with such belief the parties support the principle of private owner- 
ship of public utilities under enlightened regulation by public authority. Fur- 
ther, the parties support the principles of collective bargaining and self- 
organization.” 

The policy of our fellow workers in the IBEW in northern California, rep- 
resenting construction, manufacturing and utility workers from Salinas to 
Eureka was set forth in a resolution adopted by the northern joint executive 
conference of the IBEW on May 11, 1957. 

It called for the adoption of the partnership plan through passage of H. R. 
6997 regarding the Trinity project. 

Our parent body, the International Brotherhood of Electrical Workers, 
AFL-CIO, at its 1950 convention issued a policy statement on the matter of 
public vs. private power and we quote: 

“The IBEW does not raise its voice on the subject of public power in be- 
half of private companies or their management. We have met the abuses 
of power by these companies in the past and have achieved substantial correc- 
tion. Today 90 percent of the workers in the privately owned electric light 
and power industry are covered by union contracts and the IBEW itself rep- 
resent more than 75 percent of the organized employes in this industry. 

“The IBEW raises its voice on the subject of public power at this time in 
the interest of organized labor in the electric light and power industry. The 
subtle transformation of the Government program from the proper purposes 
of providing power as a byproduct of the initial program and of furnishing a 
yardstick for private utilities has reached the state where it threatens free 
enterprise in this industry. We support free enterprise not only in our ca- 
pacity as citizens of the United States but also in our capacity as representa- 
tives of organized labor. The increase in the area of Government and quasi- 
Government ownership operation in utilities necessarily carries with it a de- 
crease in the area of freedom for labor as well as other groups. 

“Labor cherishes its right to bargain collectively for wages, hours, and 
working conditions. It fights the abrogation of such rights whether in the 
form of antilabor laws or in the more complicated form of transferring their 
status to employes of the Government without any rights to bargain collec- 
tively or otherwise exercise their economic strength.” 

The foregoing policy statement has not been revised or rescinded since 1950. 

The charge of “giveaway” or lumping the partnership principle as applied to 
the Trinity project with such controversies as Dixon-Yates and Hells Canyon 
is without foundation when the factual details of Pacific’s project as referred 
to in H. R. 6997 (Trinity Joint Development Act of 1957) are closely examined. 

We share in the desire to safeguard the welfare of the general public through 
flood control, wildlife protection, irrigation water, reasonable power rates and 
reasonable taxation. We also believe that these safeguards are present in 
the partnership proposal as recommended to Congress. 

We respectfully urge that you give consideration to our views and that you 
may act favorably on the partnership recommendation as contained in H. R. 
6997 entitled “Trinity Joint Development Act of 1957.” 


Ronap T. WEAKLEY, 
Business Manager, Local Union 1245 IBEW, AFL-CIO, Oakland, Calif. 


I have received other ee from the electrical contrac- 
tors who represent many of the Western States. This is the Na- 
tional Electrical Contractors Association, assembled in Portland, 


Oreg., May 20-21 and 22, 1957. I wish to read their closing resolve: 


Be it therefore resolved, That this meeting, consisting of districts 6-8-9 com- 
prising States of California, Colorado, Idaho, Montana, Nevada, Oregon, Utah, 
Washington, and Wyoming, and the Territory of Alaska, go on record as en- 
dorsing the private enterprise development of the hydroelectric power facilities 
of the Trinity River project, and that copies of this resolution be sent to Con- 
gressmen, Government bodies, and to the chapters of our association. 


Senator Harry F. Byrd, often referred to as the guardian of our 
purse strings, recently stated: 


You and I know reductions can and should be made in every one of them, 
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referring to more than 50 expenditure accounts in the Federal] budget 


for strictly domestic programs and activities. He goes on to say 
that— 


An economical Federal Government is now much more important than ever 
before in history. There must be more economy in all areas—military, foreign 
aid, and domestic civilian. 

And, too, our House Appropriations Committee chairman, ex- 
pressed the hope: 

I believe we can balance the budget, but with national revenues declining it 
is going to be more difficult. It is my hope that we can save enough out of‘ 
the nonessential items to make up for the increase in defense spending and 
still keep a balanced budget. 

It was in 1910, under Gov. Hiram W. Johnson, who later dis- 
tinguished himself as a United States Senator, when he brought 
about the regulation of utility companies through a constitutional 
amendment that established the Railroad Commission of California. 
In later years, the name was changed, and it is presently known as 
the California Public Utilities Commission. 

In all of these years, the men who have taken positions with the 
utility commission have been men whose integrity has been beyond 
reproach and who have dealt fairly and squarely in the setting up 
of utility rates and governing the operation of the utility companies. 
In the setting of rates chargeable by utility companies, the commis- 
sion takes into consideration the invested c: ipital of such utilities, and 
allows a reasonable rate of interest on that investment. 

An immediate saving of $60 million is not an amount to be taken 
lightly. There are many projects throughout the United States 
that have either lain dormant because there were no funds available 
to continue them or have not even been started for the same reason, 
although reports have been made available as to the desirability of 
their construction. Sixty million dollars could bring the necessary 
flood relief to many parts of the country that live in constant fear 
of highwaters and the devastation they cause. 

California’s two Senators, William F. Knowland and Thomas H. 
Kuchel, on January 16, 1§ 158, issued a statement entitled, “Statement 
of Basic Tenets Bearing on the Proper Role of the Federal Govern- 
ment in the Solution of California’s Water Problems.” 

I desire to quote their concluding statement, No. 14: 

The solution of California’s critical water problem lies in intelligent coopera- 
tion between the local interests, the State, and the Federal Government. 

Many worthy projects in our country today need attention, and 
I believe that it is my duty, and it is your duty, to scrutinize every 
project that comes before us so that the taxpayers’ money available may 
be put to the best advantage of our country. 

My bill will save an immediate expenditure of $60 million, will bring 
about the repayment of an average of $4.6 million a year into the Fed- 
eral Treasury, and will also develop much needed tax revenue for State. 
local, and Federal Governments. 

You gentlemen who sit on this committee are well versed in projects 
of this type. A nation cannot survive if its people look to the govern- 
ment to do everything for them. We are not that kind of a nation. 
This is a clear instance when private enterprise and initiative have 
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acknowledged its responsibility and is willing and able to handle the 
situation. 

Cold hard facts will be presented to your committee by other wit- 
nesses, and I know that with your technical knowledge you will 
recognize our problem and you will be able to evaluate it. 

The enactment of this bill will mean untold benefit to my State and 
result in tremendous savings to our country. 

I appreciate very much your courtesy and the opportunity given 
me to present my statement. 

I cannot urge too strongly or earnestly your favorable consideration 
of this partnership proposal and your favorable consideration of my 
bill. 

It is my understanding your hearings will last for 3 days, at which 
time you will hear from the Department of the Interior and those 
witnesses who will give you the technical side of this issue. However, 
I will be very glad to try to answer such questions as you may desire 
to put to me. 

Again, many thanks for your attention. 

Mr. Asprnatu. Thank you very much, Mr. Scudder. 

The chairman would like to know if, stated briefly, your position 
is this: you favor this program, first, because under construction and 
operation by a private utility, P. G. & E., electricity would be allowed 
to flow into your own particular area that is outside of the Central 
Valley of California area. That is one; is that right ? 

Mr. Scupper. Yes. It will be more benefit to my people, and, as I 
understand the rates of the power that will be developed and charge- 
able against Trinity are going to raise the rates in the Central Valley, 
even to preference customers. When you pool this high-cost power 
in with them, it will have a tendency to increase rather than decrease 
their power charges. 

Mr. Asprnati. The second reason for your favoring the legislation 
is that you believe there will be more efficient construction and opera- 
tion by private business than there would be by Federal construction 
and operation; is that correct ? 

Mr. Scupper. I think so, for the people concerned, the people of 
my State. 

Now, mind you, there are only a very few of these preference custom- 
ers who are now getting power from the Central Valley project. 
As I understand, the city of Sacramento has tied up about 75 percent 
of all the power that is developed. How about the rest of the tax- 
payers in northern California that must be served by private power? 

Mr. Aspinatu. Then, third, your position is that by permitting pri- 
vate business to construct these facilities and operate them, money 
would be saved from the Treasury of the Federal Government so that 
it could be spent upon other Federal facilities within the State of 
California. Is that right? 

Mr. Scupper. That is right. There is only a certain amount of 
money that is going to be appropriated, and I feel that, if we can 
save $60 million on this project, many of the small projects through- 
out this country could be taken into consideration in their proposals. 

In the Public Works Committee, we have hundreds of projects 
that are worthy and should be considered, and here we have an 
offer that is going to benefit the great majority of the people of the 
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State of California and will save the Federal Government, as I under- 
stand the last figures, about $60 million. 

Mr. AsPINnAL. Then, fourth, that construction and operation by 
private enterprise would provide for ad valorem taxpayments to 
the areas affected and income taxes to those governmental agencies 
of those areas ? 

Mr. Scupper. Yes, sir; it is estimated that about $145 million will 
be paid to local, State, and Federal Governments during the 50-year 
“eebear I have resolutions from the counties in which this project is 
ocated. Particularly, Trinity County is for the partnership program. 
They have had land taken from them. They will get something back 
if private enterprise constructs the power facilities. Those people 
are going to be up against it for money to run their government if 
we do not adopt the Partnership Plan. 

Mr. Asptnaty. You will have to admit, though, that is a question 
of equitable distribution, that the users of preferential power, or the 
consumers of power, pay the taxes anyhow. You will have to ad- 
mit that? 

Mr. Scupper. Certainly, taxes are paid—the Federal Government 
is suported by the taxpayer. But here is a small community, little 
Trinity County, a county way up there in the mountains, with a very 
limited amount of taxable property, and we have taken their valleys 
away from them, the most valuable part of their county, and you are 
going to give them nothing in return. They do not want to come in 
under this deal. As I understand it, they are presently being served 
very well by the Oregon Light & Power. These people want us to 
do something to help. them out in their tax problem. I understand 
a representative is coming here to testify as to their wahoo 

Mr. Asprnatx. Primarily, as far as taxes are concerned, you are 
interested in this particular area which would be benefited by the 
ad valorem taxes ? 

Mr. Scupper. Yes; and to every other area, because a power com- 
pany is taxed on its physical properties in California. We did have 
a tax on the power bills; that was repealed. We no longer tax them 
on the bill; we tax them on the physical properties they have in each 
of the counties, and the Pacific Gas & Electric Co. is one of the largest 
taxpayers—lI guess it is the largest taxpayer in the State of California. 
A great portion of the money for support of the schools and local 
government comes from the ad valorem taxes on utility corporations. 

Mr. Asprnati. Which goes to the particular area or county in which 
the facility is located ? 

Mr. Scupper. That is right. Where you take property from this 
county for constructing a power project, you narrow their tax base 
so they do not have enough money to support their county government. 

Mr. Asprnatx. I have just one more question. In your reference 
to the fact it would cost the taxpayers $200 million to construct the 

roject, you do not really mean it is going to be an ultimate cost of 
£500 million to the taxpayers, but that is what the Federal Govern- 
ment puts up for the original cost. 

Mr. Scupper. Yes, sir, but, Mr. Chairman, do they get the principal 
and interest back on these jobs? 

Mr. Asprnatt. On all of the money that is allocated to the power 
facilities and to the domestic water facilities, every cent put in is 
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returned. In this particular project about a hundred million dollars 
is allocated to irrigation, and the subsidy to taxpayers, as I under- 
stand it, is free interest that the Federal Government will assume. 
In other words, that part has largely been taken care of in the con- 
struction of the dam and the other facilities of the dam. 

What we are talking about here is power facilities, which pay back 
every penny that the ‘Federal Government would invest in them, to- 
gether with interest. 

Mr. Dawson. Will the gentleman yield? 

Mr. Asrrnatu. Yes. 

Mr. Dawson. Does that include interest during construction on this 
sag Sha 

Mr. Asprnatu. I was of the opinion it did, but I am not sure. I 
have not gone into that particular point. We will get into that later 
on. 

Mr. Scupper. I think, Mr. Chairman, that is rather technical. You 
have more information than I would have. 

Mr. Asptnatu. The thing I am interested in, and you are interested 
in, too, is that Reclamation does not like the publicity to go out 
from this committee that these projects are costing such sums of money 
when that is not true. Those moneys are to be returned. All it costs 
the Federal Government is the interest-free money, that part of the 
cost of the facility which is allocated to irrigation, and in this instance 
that is almost largely taken care of, as I understand, regardless of 
the power facilities. 

The Chair recognizes the chairman of the full committee, Mr. 
Engle. 

Mr. Scupper. Mr. Chairman, I was under the impression the money 
was repaid to the Federal Government, but I understand this money 
is paid into the Central Valley pool, and the period of repayment is 
indefinite. 

Mr. Asptnatu. No, not indefinite ; it isin accordance with the payout 
period of each project. 

Mr. Scupper. Of the Central Valley project. We are speaking spe- 
cifically of this project. 

Mr. Asprnatxi. Whatever project is involved. 

Mr. Scupper. We would save the interest, we would save the outlay, 
it is my contention—$60 million at this time. We would save that auto- 
matically at this time. I think this is rather a critical time in which 
Federal money is rather hard to get. I have some projects in my 
district that I am very much interested in and find it is very difficult 
to get money to complete them. 

Mr. Asprnautu. The gentleman from California, Mr. Engle. 

Mr. Enatr. Mr. Scudder, as I read your bill, it does three things: 
It provides for the sale of falling water, and it provides for the exten- 
sion for half a century of existing agreements for wheeling and firm- 
ing power. So it does three things: It provides for the sale of falling 
water, provides a 50-year extension for the current wheeling agree- 
ment for the Central Valley project, and provides for a 50-year exten- 
sion of the firming agreement, and exchange agreement as it is called. 
That is correct, is it not? 

Mr. Scupper. I do not know as to the wheeling agreement now in 
effect. I read a part of a report that came out a short time ago where 
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they claim the P. G. & E. got too good a deal on the wheeling 
agreement in California. But that was entered into in 1951 by Mr. 
Chapman, I believe. Maybe it was a bad deal, maybe it should be 
looked over. If the P. G. & E.—and I say this very positively—if 
the P. G. & E. is getting more than they are entitled to under those 
wheeling agreements, we should see that we do get a proper arrange- 
ment with them, and I think the Secretary of the Interior should go 
into this very thoroughly and look over that contract that was entered 
into some several years ago. I think Mr. Chapman was the Secre- 
tary at that time who made this arrangement with the P. G. & E., and 
if they made a bad deal, I am for correcting it, I am for getting every 
cent we can. 

Mr. Enetz. Yes, but your bill does not correct it, Mr. Scudder. 

Mr. Scupper. Yes, but I think with this report that has come out 
at a very opportune time—I thought they were trying to throw a 
bombshell] into my bill—but I believe it should be followed up, and I 
think it is the Secretary’s duty to correct it, and if we are not getting 
proper wheeling charges, let’s see that it is re-negotiated. 

Mr. Enoiz. Have you seen the Comptroller General’s report of 
December 11, 1957? It is quite a document. 

Mr. Scupper. Yes, I saw it. 

Mr. Enere. You have seen that? 

Mr. Scupprr. Yes. I read the portion that refers—that is the GSA 
report ? 

Mr. Enctr. No, this is the General Accounting Office report. 

Mr. Scupper. That is right, the General Accounting Office. 

I think, if we are not getting the proper deal—if Mr. Chapman en- 
tered into an agreement that was not bir for the United States for 
wheeling, I think it should be corrected. 

Mr. Enete. Here is what the Comptroller General says: 

The charge for wheeling is too high. The P.G. & E. is getting large 
quantities of kilowatt capacity free. 

Mr. Scupper. I agree with you, Mr. Chairman, it should be received. 

Mr. Enotr. And the exchange agreement is too favorable to the 
company and detrimental to the | taxpayers. 

He says, further than that, the P. G. & E. presently recognizes only 
450,000 kilowatts of Central Valley project power as firm, but reports 
to the FPC that 518,000 kilowatts are firm. And the Comptroller 
General says that the Government is losing the difference, or 68,000 
kilowatts. 

Mr. Scupper. I will agree with you, Mr. Chairman, that I think it 
is the responsibility of the Secretary to investigate that contract. It 
is not his contract. 

Mr. Enote. Mr. Scudder, your bill extends the contract for 50 years. 
If you will read your bill, that is what it does. If you read the Secre- 
tary’s report—and I refer you to page 8 of House Document 94, in 
which he plainly says that the contract for the sale and interchange 
of electric power would remain in force throughout the 50-year con- 
traci: period, and that the contract for transmission and exchange 
service, as amended, would remain in force throughout the 50-year 
contract period. 

Now, what I am asking you is whether or not you believe that in the 
face of this Comptroller General’s report, in which he denounces 
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these two contracts as too favorable to the company and detrimental 
to the taxpayer, that we ought to legislate an extension of those con- 
tracts for a half a century. 

Mr. Scupper. Now, I believe this: that with that report in the hands 
of the present Secretary of the Interior, he is going to look into it, 
and when this contract—we are providing for a partnership deal, 
and he will amend that contract if it is not in the best interests of 
the people of the United States and, along with that, will carry the 
contract. that will be entered into if and when this project is ap- 
proved and papers are signed for its construction. I believe that 
if it is called to the attention of a responsible Federal employee, a 
man who has the responsibility of the Secretary of the Interior of our 
great country, that there will not be a continuation of a program if it 
is not in the best interests of our own people. 

Dr, Minter. Will the gentleman yield! 

Mr. Enete. In just a minute. 

But, Mr. Scudder, do you think the Secretary could amend the con- 
tract after the enactment of this legislation ? 

Mr. Scupper. Yes, I do. 

Mr. Enatr. I beg to disagree with you. 

Now I will yield. 

Dr. Mitter. Section 2, page 3, says: 

The terms and conditions of the agreements entered into or the license granted 
pursuant to section 1 of this act may be amended from time to time upon mutual 
agreement of the parties. 

So I think they are open to amendment. 

Mr. THomson. Will the chairman yield to me ? 

Mr. Enewe. Yes. 

Mr. Tuomson. I am a little concerned about this, If we are into 
another Southwest Power Agreement, I want to see it amended, and 
if we can, do it without suing them. 

Mr. Encuie. We have a lawsuit going on over there now, do we not? 

Mr. THomson. Yes as to Southwest. Power contracts. 

The first page of the bill, line 5, authorizes agreements— 
including agreements amendatory of existing agreements with the company 
relative to sale and interchange of electric power and energy and to transmission 


and exchange service, as he determines to be required to provide for the purchase 
by the company— 


and so forth. 

Does not the bill specifically provide for the amending of the existing 
contracts with this company? Ordoesit? I donot know. 

Mr. Enete. The contracts are already in existence and to run until 
1961. This bill comes along and gives authority to extend them for 
50 years. 

Mr. TuHomson. Where does it do that ? 

Mr. Enate. I assert, if they are so extended, they cannot be amend- 
ed; and in any case you would end up in court forthe Lord knows how 
long. We have a suit over there now in the Southwest Power Admin- 
istration, as the gentleman knows. 

Mr. THomson. Yes. 

Mr. Encore. What I am trying to find out from my colleague is 
whether or not, in the face of this C comptroller General’s report, he 
would want this bill to stand as he has written it, under which these 
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agreements are extended for 50 years without any possibility of change. 

Mr. Dawson. Will the gentleman yield? 

Mr. Scupper. If you will, I might endeavor to answer that. I am 
in thorough agreement with you, Mr. Chairman, and if this language 
does not provide—and I felt the language just read did take care of a 
future agreement or an agreement covered under this bill. If it does 
not, I think when the Secretary is before you it should be propounded 
to him, and that if the language is not clear, I think we should have it 
clarified. As I explained previously in my testimony, I am endeavor- 
ing to take care of the best interests of the people of the State of Cali- 
fornia, and particularly as they apply to my district, because we are 
not in the Sacramento Valley and privileged to get the benefit of 
contracts entered into many years ago. 

I want to see the people of the State of California getting as much 
benefit as is possible under this program, and I feel that it will serve 
the best interests of the greatest number of people. 

Mr. Enerx. Let me read section 2 again, beginning at page 3, line 
23, where it says: 

The terms and conditions of the agreements entered into or the license granted 
pursuant to section 1 of this act may be amended from time to time upon mutual 
agreement of the parties. 

I suspect there will not be any mutual agreement once these two 
contracts, thoroughly denounced by the Comptroller General, are legis- 
latively extended by the Congress under this bill. 

Dr. Mitter. Will the gentleman yield there ? 

Mr. Enete. Yes. 

Dr. Mitter. Of course, on page 2, line 12, it says: 

Said agreements and license shall be on terms and conditions no less favorable 
to the United States than those recommended by the Secretary in his reports 
contained in House Document Numbered 94, parts I and II, Eighty-fifth Congress, 
first session, and shall among other things, provide in substance as follows: The 
right of recapture by the United States— 
and so forth. 

Mr. Dawson. Will the gentleman yield? 

Mr. Encte. Yes. 

Mr. Dawson. When was this contract the gentleman objects to en- 
tered into, and with whom ? 

Mr. Enate. It was some years ago, and renegotiated—— 

Mr. Dawson. What year? 

Mr. Enete. It was renegotiated after 1954, when Folsom came in. 

Mr. Dawson. When was it entered into? 

Mr. Ener. It was first executed in 1951. I assert this authorizes 
an extension. 

I would like to ask my colleague one further question. In the light 
of the Comptroller General’s statement, do you not feel that these 
contracts should be closely looked at before they are legislated to 
extend for another 50 years? 

Mr. Scupper. I would not, think so, Mr. Chairman. 

Mr. Encore. You think this committee should just haul off and 
vote this thing for 50 years? 

Mr. Scupper. I think that is a proper question to put to the Secre- 
tary, because if as you say there has not been a renegotiation since the 
provision was entered into in 1948—TI think some of you attorneys who 
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are familia: with the legislative clauses which will make that possible, 
by all means should look into it, because if that report is correct as 
sent out by the Comptroller General, I am sure the Secretary of the 
Interior is going to pay attention to it and find out whether the 
P. G. & E. is given too much of an advantage, and I think there should 
be a right to renegotiation if that were so. 

Mr. Enexe. Then you agree with me we ought to take a very close 
look at these contracts and ask the Secretary of the Interior about 
them ? 

Mr. Scupper. I agree with you, I think it should be done. But I do 
not think that should interfere with the passage of this bill. I think 
if a mistake was made by the former Secretary, it would not be out 
of order for the present Secretary to make a correction; if this Secre- 
tary makes a mistake, a future Secretary should correct his mistakes, 
in the interest of the people of our country. 

Mr. Encix. To keep the record straight, when the Folsom Dam 
went into the system, because it added an extra load of power, the 
whole business was renegotiated, and that was in 1954. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Enote. Yes. 

Mr. Ruopes. For two questions. The first one is: Was the denunci- 
ation of this contract by the General Accounting Office—and I have 
not read the report—a denuciation of the contract as renegotiated or 
ac originally negotiated ? 

Mr. Enote. Both. And further than that, he said he has been de- 
nouncing it for 3 years in a row, 3 times in a row, and this report 
is dated the 11th of December 1957. 

Mr. Ruopes. A further question, if the gentleman will yield further: 
I have read this bill, H. R. 6997, and I see no place in it which re- 
quires the Secretary of the Interior to renegotiate these contracts for 
00 years. 

I note in the report of the Secretary of the Interior, dated July 
11, 1957, that he feels, as set forth on page 2 thereof under “5,” that 
extension of the present interchange agreements which expire 1961 to 
the same termination date as the falling water contract must be pro- 
vided. I think he must mean that it is his intent as far as the renego- 
tiation is concerned. Because again I repeat, I see nothing in this bill 
which legislates an extension of these contracts for any period of 
time whatsoever unless the Secretary of the Interior desires to extend 
them for that particular period of time. And I ask the gentleman 
from California if he would agree with my legal conclusion as to the 
effect of this bill. 

Mr. Eneoie. No. It authorizes the Secretary—look at section 1, 
the bottom of the page, line 6— 


to enter into such agreements with the Pacific Gas & Electric Co. (including 
agreements amendatory of existing agreements with the company relative to 
sale and interchange of electric power and energy and to transmission and ex- 


change service). 
Those are the two contracts I am talking about, and those proposed 
contracts are a part of the proposal involved in this legislation. They 
are in House Document 94. 

Mr. Ruopves. If the gentleman will yield further, those contracts 
are not included in the bill either by reference or otherwise, and the 
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language which the gentleman just read does noi provide for any 
term of extension of contract. That is the point I am trying to make. 

Mr. Ener. They ate part of the proposal just as much as the one 
on falling water. If the gentleman will look at House Document 94, 
in which the Secretary transmitted his statement, you will find the 
contracts, which is exactly what I am talking about; and this bill 
would authorize and legislate the approval of them even to the point 
of approving them by reference, which is on page 2, line 15 of the 
bill, “House Document Numbered 94, parts I and I.” 

Mr. Ruopes. If the gentleman will yield further, the matter has 
come up and I think it should be settled. The gentleman, I am sure, 
would agree that, since the contract is brought up as a part of, or an 
exhibit to, the letter of the Secretary of the Interior, if the commit- 
tee were to negate the adoption of the contract in the report of the 
committee accompanying the bill, H. R. 6997, then certainly the bill 
as it is written would not dictate that particular contract be adopted, 
but it would actually dictate it not be adopted and that instead the 
Secretary proceed to look into these contracts before he amended or 
extended the existing contracts. The point being that I think the 
gentleman from California, Mr. Scudder, in writing this bill was 
perfectly in line. He did not ask that these contracts be amended 
or extended to any particular time certain in the future. 

Mr. THomson. Will the gentleman yield ? 

Mr. Enete. Yes. 

Mr. Tomson. I would like to ask the witness here if I have got 
the right idea of your bill. I am not informed on this, but perhaps 
some of the other members who have been on the committee for some 
time are. It seems that the Secretary has entered into certain wheeling 
contracts dating back to about 1951 that were apparently 10-year 
contracts, in which the Government assumed a contractual obliga- 
tion to abide by them. Apparently they were renegotiated in 1954. 
I am not familiar with the terms of that renegotiation or what the 
Secretary might have done. The Comptroller General says they are 
bad contracts. Certainly we have had experience with some bad ones 
that subsidized industries, like the aluminum industry and others in 
the Southwest, Bonneville, and other places. They are bad. So 
let’s assume, for the purpose of this, these are bad. We are stuck 
with them until 1961 unless we litigate them and get out from under- 
neath on some equitable grounds or other. 

If I read your bill correctly, at page 1, line 6, you do recognize 
those contracts that the chairman of the full committee suggests, and 
say that they should be renegotiated. But in reading your bill, it 
says (1) he is authorized to enter into such agreements with Pacific 
Gas & Electric Co. (including agreements amendatory of existing 
agreements with the company relative to sale and inter change of elec- 
tric power and energy and to transmission and exchange service). 

To me, as a layman and as a lawyer, that means that you contem- 
plate the Secretary will not extend the existing contracts for 50 years, 
but he will go in and renegotiate now as a part of the sale of the 
falling ws ater, if this bill passes, so the conditions could be corrected 
in 1958 or 1959 and not in 1961. Is that what you mean by this? 

Mr. Scupper. That is right. It is my belief that when this power 
contract is entered into, then is when they must enter into a wheeling 
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contract. I think their wheeling contract should be renegotiated. 
This is a considerable amount of energy to be taken over the properties 
of the Pacific Gas & Electric Co. I do not think it would be entirely 
similar, it might be more or might be less, from these three units, than 
it would be from Shasta. 

Mr. Tuomson. If the language you have in the bill intending to 
accomplish this does not accomplish such, then you would favor an 
amendment to the bill to carry out your intention; is that correct ? 

Mr. Scupper. Yes; I believe that is right. This will be a separate 
contract to be entered into. It might cost more or it might cost less, 

Mr. Tuomson. If the Comptroller General is right, it will cost less. 

Mr. Scupprr. Well, you have three powerhouses. 

Mr. AsprnaLu. Will the gentleman yield to me? 

Mr. Enate. Yes. 

Mr. AspinaLu. Let’s be sure what we are doing. We are authoriz- 
ing the execution of contracts which have been proposed, and we must 
be very sure that the contracts which we authorize carry the provisions 
which we have in mind. If the contracts do not have those provisions 
we have in mind, then we will have to send them back for amend- 
ments. 

Mr. THomson. Where is the contract ? 

Mr. Asprnaui. The contracts, as 1 understand, are in House Docu- 
ment 94. 

Mr. Enetr. Mr. Chairman, this is a package. It was sent up here 
as a three-way package. It involves the sale of falling water, exten- 
sion of the firming contract, and extension of the wheeling contract, 
and the proposed contracts are submitted; and the bill authorizes the 
Secretary to execute those contracts. 

Mr. Tuomson. It says in the bill that such agreements or license 
shall be on terms and conditions no less favorable. 

Mr. Ener. That is correct, and I refer to the document. 

Mr. TuHomson. But it does not say they cannot be more favorable; 
it says “no less favorable to the Government.” 

Mr. Enate. That is what I am saying. 

Mr. THomson. It cannot be any less favorable to the Government 
but can sure be more favorable, and this bill directs them to amend the 
contracts if such unfavorable contracts exist. 

Mr. Enate. If it does, I would like to see what the amendments are 
roing to be, because the contracts are set forth in the document and 
Goethe part of the proposal. 

Now, I did not want to take so long with that. 

It is true, is it not, also, Mr. Scudder, that the contract for the sale 
of falling water sets the price for 50 years with no provision for 
change ? 

Mr. Scupper. I believe that is right. 

Mr. Enetx. Would you sign a contract today to run for 50 years 
with no provision for change? 

Mr. Scupper. Yes. I signed a contract in buying life insurance that 
runs for my lifetime, with the rate established as X amount. 

Mr. Ener. You have been in the real-estate business ? 

Mr. Scupper. That is right. 

Mr. Enerr. They say that they base the price of this power on $2 
oil. Oil is now $2.75. What if the price goes to $5? 
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Mr. Scuppver. Suppose it goes down. 

Mr. Enate. If it goes up, should not the price go up; and if it goes 
down, should not it come down ? 

Mr. Scupper. Is it customary for the Government to enter into es- 
calator clauses in their contracts? I do not know. Maybe it is the 
policy of the Government. I did not think it was. I thought they 
negotiated on a definite amount. If you have escalator clauses in your 
contracts, that is another thing. 

Mr. Enetr. There is no escalation in this contract, although escala- 
tion is provided in other Pacific Gas & Electric Co. contracts. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Enetez. Yes. 

Mr. Ruopes. On page 8 of House Document 94, subparagraph num- 
bered 10, it provides for a 3-year advance notice for cancellation of this 
contract, and one of the conditions under which such notice can be 
given is the failure to agree on revision of rates. 

Mr. Enate. That is right; and it is limited to instances in which 
new power comes on the line, such as power from the Folsom Dam. 

Mr. Ruopes. I beg to respectfully differ with the gentleman from 
California. 

Mr. Eneix. Go back and read the contract. 

Mr. Ruopes. And I know you are a very fine lawyer. I notice No. 3 
does state: 
in the event the United States shall construct or contract to acquire a source 
or sources of power other than project hydroplants. 

Is that what the gentleman had reference to ? 

Mr. Enete. The contract itself constitutes the offer, and the rates 
are not subject to revision unless new power comes on the line. That, 
of course, would make a difference. 

Mr. Ruopes. The gentleman issaying this paragraph 10 does not tell 
the whole story; is that correct ? 

Mr. Enotez. That is correct. What I am saying, as Mr. Scudder 
has correctly testified, is that this agreement pr ovides for contracts 
for 50 years without any provision whatsoever for change. 

Now, Mr. Scudder, you have made references to the amount of 
money the Federal Government is going to get out of this arrange- 
ment. If you were convinced that the Federal Government actually 
was going to lose money, you would not be for the bill; would you? 

Mr. Scupper. You mean the Federal Government, as such ? 

Mr. Enete. Yes. 

Mr. Scupper. Or the taxpayers in my district? 

Mr. Encue. I am talking about the Federal Government. You 
say the Federal Gov ernment will save $60 million. We expect to show 
that actually the Federal Government would lose money on this ar- 

rangement because it would have to buy power to supply its own 
Federal installations in California, and at probably twice the price. 
If that developed to be the fact, you would not be for this bill, would 
you? 

Mr. Scupper. No. I would not be for the bill, except this: It is 
according to whose ox is being gored in this deal. The people outside 
the Central Valley in the State of California have been discriminated 
against through the development of your so-called cheap power, which 
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is nontaxable, and that is where the hitch comes in. The people in 

my district are paying the taxes for supporting our schools, for sup- 
porting our institutions, and for supporting our Government; and 
these people who are sitting over there with a SMUD contract that 
they made several years ago on low-cost installations are sitting by 
with a cheap contract and getting power while we are having to take 
care of the more costly development of power and getting no benefit 
whatsoever. 

I believe, with the Pacific Gas & Electric Co. being able to take ad- 
vantage of the falling water, that the 93 percent, or approximately 
that, of the people in northern California will be benefited, because 
there is a $200 million investment put out by all of the people of 
our country in the development of the dams, and the Pacific Gas 
& Electric Co. will not have that capital investment to lay before 
the utilities commission and claim interest on their investment. 

Mr. Ener. You are talking about preference customers. Do you 
know that Pacific Gas & Electric Co. have gotten 80 percent of the 
power from the Central Valley project since the first plant started 
operation at Shasta in 1944? Do you know that?! 

Mr. Scupper. It is because your preference customers could not 
use it. Iimagine there was no demand for it. 

Mr. Enexe. And do you know also the Comptroller General says 
that in the year on which this report is based, which I think is 
1956, the Pacific Gas & Electric Co, got 33 percent of the Central 
Valley project power? More than anybody else, more than SMUD? 

Mr. Scupper. Maybe they are the only outlet for it. I do not know. 

Mr. Knee. You are talking about the benefit to the preference 
customers, and the Pacific Gas & Electric Co. has gotten 80 percent 
of the power throughout the lifetime of the power production in the 
Central Valley project up to 1956 when it got 33 percent. 

Mr. Asrrnau. I chivomacti there are three witnesses who are 
proponents of this legislation who must leave town tonight. Unless 
there is objection, we shall dismiss our colleague, Mr. Scudder, at 
this place and hear those three witnesses before we have to adjourn 
today, and then we will have Mr. Scudder come back in the morning 
for such examination as the committee may wish. 

Mr. Scupper. Thank you very much. 

Mr. Asprnatu. Are you through, Mr. Engle ? 

Mr. Enate. I hada couple more questions. 

Mr. Asrrnati. The gentleman from California will have the time as 
we meet in the morning. 

Now, Mr. Utt, if you will call your witnesses. 

Mr. Urr. Mr. Brandes, Mr. Moon Lee, and Mr. Steppling, from 
Trinity County, Calif., who have to return tonight. 

Mr. Asprnatt. Unless there is an objection, we shall listen to their 
statements and then question them for whatever time is left en banc. 

Mr. Enatr. May I say, Mr. Chairman, I am glad to welcome my 


constituents here from Trinity County, all of whom I know very 
well. 


Mr. Dawson. Do you agree on this? 


Mr. Encir. We do not agree on this particular item, but we agree 
on most items. 


Mr. Asprnautu. Mr. Brandes. 
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STATEMENT OF R. W. BRANDES, WEAVERVILLE, TRINITY 
COUNTY, CALIF. 


Mr. Branves. Mr. Chairman and members of the committee 

Mr. Asprnatu. Do you have copies of your statement ? 

Mr. Branves. Yes. 

Mr. Asprnatt. May I say to those who are in the room and desire 
to testify, the rules provide that the statements shall be handed in to 
the clerk of the committee 24 hours before the hearing. So those who 
have statements should hand them to Mr. McFarland or Mrs. Arnold, 
with the understanding they shall not be used by the committee until 
you present them to the committee. 

Mr. Branpves. It was an oversight. I beg your pardon on that. 

My name is R. W. Brandes, and I live in Weaverville, Trinity 
County, Calif. Mr. Steppling, Mr. Lee, and myself are here to tes- 
tify before your committee at the request of the Trinity County 
Board of Supervisors on Public Law No. 386 and, more particu- 
larly, as to the partnership plan as recommended by the Department 
of Interior. I respectfully submit to you the following: 

There are approximately 2 million acres of land that comprise 
Trinity County. Seventy-four and a fraction percent of this area 
is owned by the United States Government, and approximately 2 
percent is owned by the State of California. This means that we 
in Trinity County have over 76 percent of our entire county exempt 
from local taxation. Our problem is and has been an adequate tax 
base to support our county. Our total county assessed valuation is 
just under $12,500,000. We do have a very difficult situation in en- 
deavoring to run a county government with a tax base that is predi- 
cated on 24 percent of our entire land area. 

We consider the development of power an industry, and if pri- 
vate enterprise were to develop this power it would create a new 
tax base that would be of tremendous economic value to our county. 
Therefore, this proposal represents a big industry in itself. 

We must, because of the small area that constitutes our entire 
tax base, be always alert to all possibilities to increase this tax base. 
I was specifically requested by the chairman of the Trinity County 
Board of Supervisors to point out the following in respect to the 
original bill, H. R. 105, dated January 5, 1955, starting at page 5, 
line 7, section 4, and I quote as follows: 


The Secretary is authorized to make payments, from construction appro- 
priations, to Trinity County, Calif., of such substantial additional costs of 
Government as are incurred by it during the period of actual construction 
of the development and as are found by the Secretary to be properly at- 
tributable to and occasioned by said construction and to constitute an undue 
burden upon the county, including but not limited to (1) police, hospital, 
and welfare facilities, (2) the repair, maintenance, and replacement of exist- 
ing roads, and (3) the establishment of new roads, meeting standards adopted 
by the American Association of State Highway Officials, which give access to 
the areas and communities adjacent to the project and reservoir sites, which 
roads shall include, though not be limited to, those giving the shortest practi- 
cable route from Weaverville to Lewiston, Weaverville to the vicinity of 
Trinity Center, and from the vicinity of Trinity Center to Tower House. 


I now refer you to Public Law 386, approved August 12, 1955, 
and wish to quote as follows: 





That the Secretary is authorized and directed to continue to conclusion the 
engineering studies and negotiations with any non-Federal agency with respect 
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to proposals to purchase falling water and not later than 18 months from the 
date of the enactment of this act report the results of such negotiations, includ- 
ing the terms of the proposed agreement, if any, that may be reached, together 
with his recommendations thereon, which agreement, if any, shall not become 
effective until approved by Congress. 

It is primarily because of this clause that the Trinity County Board 
of Supervisors and many residents of Trinity County supported this 
bill. 

Now the bill as passed does not provide us with assistance in police, 
hospital and welfare facilities, all of which are of vital importance. 
It does and has, however, assisted us in the repair, maintenance, and 
replacement of existing roads. It also provides for an in-lieu tax, 
in that it authorized and directed the Secretary to pay to Trinity 
County annually on an in-lieu tax payment in an amount equal to 
the annual tax rate of the county applied to the value of the real 
property and improvements taken for project purposes. 

However, we do lose tax base not gain because the afore-mentioned 
tax is to be paid on patented land acquired by the United States 
Government. This tax we have been previously collecting. However, 
approximately 44 percent of the total area whic hh »omposed the Trinity 
River Diversion project was held by individuals as mining claims 
and we did collect a possessory interest tax on those mining claims 
upon which there were improvements. These taxes we will now lose, 
all of which adds to a net loss of tax base. 

May I present the following figures: At present the annual tax 
paid to Trmity County by P.G. & KE. Company totals $161,000, Under 
the partnership plan, this amount would increase to an amount esti- 
mated to be $397,100. (This figure I secured from a representative 
of the P. G. & E. Co.). This is of course considerably less than the 
$2,562,000 paid to our neighboring county of Shasta this fiscal year, 
but it would nonetheless help us tremendously in overcoming the local 
problem of having 76 percent of our total area exempt from county 
taxation. 

We in Trinity County understand that several incorporated areas 
as far down as the San Francisco Bay area are interested in acquiring 
cheap power because they feel that the income they derive is important 
to their cities. Unquestionably it is and, in all probability, it would 
remove a tax burden from the taxpayers in their communities. How- 
ever, we feel it would be at our expense, and taxwise it is my opinion 
that we are infinitely more distressed than most, if not all of these 
municipalities. I might further state that I am of the opinion that 
this could not be construed as being a democratic procedure, because 
if the power facilities were developed by the Federal Government it 
would prevent the county from collecting needed taxes that we would 
derive under the partnership plan in order to benefit a few communi- 
ties elsewhere. 

In the event you gentlemen should recommend the partnership 
proposal as recommended by the Department of Interior, it is my 
opinion that it would be the financial salvation of Trinity County, the 
county of origin of the Trinity River diversion project. 

Thank you very much, sir. 

Mr. Asprnauu. Call your next witness, Mr. Utt. 

Mr. Urr. The next witness is Mr. Moon Lee. 
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STATEMENT OF MOON LEE, WEAVERVILLE, TRINITY 
COUNTY, CALIF. 


Mr. Lee. Honorable Mr. Chairman and members of the committee, I 
am Moon Lee, a third generation member of a pioneer family of Trin- 
ity County. I was born and raised in Weaverville and lived there all 
my life, near the site of the Trinity River projects. 

I am one of the representatives of the Trinity County Board of 
Supervisors, also a member and past president of the Weaverville 
Chamber of Commerce, the North Fork Grange, and a delegate to the 
Interchamber of Commerce of Northern California, of which I am a 
past president. 

The interchamber comprises 6 counties—Siskiyou, Modoc, Lassen, 
Trinity, Shasta and Te idual chambers of 
commerce. 

The interchamber, the North Fork Grange and the Weaverville 
chamber have passed resolutions favoring partnership. 

I worked with the Honorable Clair Engle in securing the passage 
of Public Law No. 386. As you know, this law provides for diversion 
of much water from our county for the use of many people in other 
counties of the State to fulfill their needs. 

We are giving up much water, a good natural resource and we have 
a chance to be repaid. 

The Secretary of the Interior, as Congress directed, offered to nego- 
tiate with any non-Federal agency to ‘purchase falling water. The 
negotiations with P. G. & E. have shown the biggest benefit to repay 
our county for giving up this water. 

The Trinity bill in section 4 says this, in part: 

Provided, That a first preference, to the extent of 25 percent of such additional 
energy, shall be given, under reclamation law to preference customers in Trinity 
County, Calif. * * * 

There are no preference customers in our county. 

Only 2 months ago Congressman Engle appeared before our board 
of supervisors and urged the creation of a public utility district which 
would distribute this ‘D5 percent of Trinity power. He told the board 
that this power would in effect be a $1 million a year gift to the county 
(Sacramento Bee, November 23, 1957). 

The board chose to ignore Mr. Engle’s suggestion and instead re- 
affirmed its support of the Tri inity partnership proposal. 

Forming a utility district and going into the power business is not 
practical in Trinity County. 

The county has only 8,000 people spread over 2 million acres. It 
would be too expensive to build transmission lines for this. Trinity 
County is much larger than either Rhode Island or Delaware. 

Gentlemen, just put yourselves in my position as a resident of the 
county in which this project is located. Wouldn’t you come here 
today and urge a careful and thorough study in favor of the partner- 
ship plan? 

We are not making this plea only for P. G. & E. or any other private 
agency. We are not interested in whether they make or lose money. 
We are interested only in what is best for Trinity County. We need 
this tax base. It would be a perpetual source of income to our county. 
It will always be there. 
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Thank you. 
Mr. Asprnatu. Mr. Utt? 
Mr. Urr. Mr. Steppling. 


STATEMENT OF JOHN H. STEPPLING, TRINITY COUNTY, CALIF., 
EDITOR OF THE WEEKLY TRINITY JOURNAL 


Mr. Srerrpiine. My name is John H. Steppling. I am publisher 
of the Weekly Trinity Journal, fourth oldest newspaper in Cali- 
fornia—established in 1856 during the rough and tumble world of the 
gold rush days. Down through the years, as a guide and principal 
outline of policy is a statement originating in the first issue over a 
century ago and still on the masthead: “Independent in Politics and 
Devoted to the Best Interests of Trinity County.” Gentlemen, that 
is why I have asked permission to appear before your Committee as, 
in my opinion, the proposed “partnership” cml be in the best in- 
terests of Trinity County. 

As an official representative of the board of supervisors of Trinity 
County, my remarks will pertain primarily to the county. 

The county board has repeatedly gone on record favoring the part- 
nership on the grounds of (1) increased tax base, and (2) would sup- 
port private enterprise, an old American commodity. As men con- 
cerned with running the county government, they share the responsi- 
bility to establish a budget and set tax rates. In fact, the board, as 
with most governmental agencies, is concerned with taxes, and is 
constantly searching for additional sources of revenue to meet the 
expanding costs of government. 

The offer of partnership by a private utility company in the Trinity 
River division of the Central Valley project would bring hydroelec- 
tric plants within the borders of the county, plus substation and 
transmission lines. These facilities would go on the utility tax rolls, 
and subsequent taxes go to the county and to the schools and other 
special districts. The company’s estimate of the cost of these facili- 
ties would be approximately $11 million. The partnership plan 
would add an estimated $236,100 to Trinity tax payments made by 
the Pacific Gas & Electric Co., bringing the total company tax pay- 
ments to over $397,000. 

Why is this important to Trinity County ¢ 

Our mountain county is located in the picturesque and colorful 
Trinity Alps—geographically, it is a series of mountain ridges, inter- 
spersed with several small valleys, divided by the swift white- 
watered Trinity River, plus high mountain lakes in old glacial cirques. 

With a total land area of approximately 2 million acres, only 
83,000 acres are nonforest. The county is impaled on one paved 
highway transversing east and west. 

When the Journal was first started, gold was in its heyday. Mil- 
lions of dollars’ worth of gold has been taken out of its hills and 
valleys, but today at the pegged price of $35 an ounce, gold mining 
is unprofitable. Only one dredge is operating on the Trinity now. 
This dredge is working on land to be inundated by the Trinity project 
and will soon be another ghost of the things that once were. Mining 
for other minerals is negligible, with only sand and gravel the prin- 
cipal source of revenue for mineral production. 
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Timber is our big industry. Our species include white fir, pine, and 
a scattering of incense cedar. Following the close of World War II, 
with the tremendous demand for lumber, the virgin forest of Trinity 
County was tapped. In the decade following, we reached maturity as 
the sustained vield of approximately 260 million board-feet of timber 
has been reached. These figures include both public lands and the 
acreage owned by the Southern Pacific Land Co. 

As of now we share with the rest of the timber-producing areas the 
brunt of a depressed lumber market. As Vic Rose, owner of the mill 
in Weaverville said, “If it only would be as bad as last summer, it 
would be an improvement.” 

The Trinity River project, while of a temporary nature, has hana 
work for many hundreds, and has given the county and adjacent area 
a considerable shot in the arm economically speaking. The project is 
big news for the county, and always will be. 

Our mountain valleys now support a limited agricultural economy ; 
any expansion would be marginal. 

Recreation is our only potential. A recent survey by the California 
State Department of Water Resources stated, “W ithout a doubt recrea 
tion use will ultimately be Trinity County’s largest economic activity.’ 

All the products produced within the county, and all the needs or 
wants of the inhabitants, come and go over our one State highway 
and its feeder lines. We cannot expect any large timber processing 1n- 
dustry to come to the county due to this trans sportation problem. 

But we do have water. The Federal Government w ith the Trinity 
River diversion is sending water from the Trinity drainage through 
an 11-mile tunnel to the central valleys of California. The California 
water plan envisages a series of dams across the Trinity and its 
tributaries and other rivers in northwestern California. This water 
is to be diverted to the thirsty areas of the State. Trinity Coun- 
ty has the dubious feature to be not only a county of origin, but also 
a county of reservoir, with a series of lakes from its granite peaks to 
the western grassland. 

We can’t sell the water. But hydroelectric power can be generated 
and sold. There has been a proposal that the county form a public 
utility district and sell its 25 percent reservation of project power 
throughout the county. We don’t want to. The efficiency of modern 
business precludes our mountain county of ever attempting to launch 
such a project. 

The partnership proposal represents one specific industry with rea- 
sonable perpetual source of taxes needed for Trinity County to con- 
tinue to function as a unit of government. As a public utility, it is 
efficiently controlled by State laws. 

This is a rough thumbnail sketch of the county and of some of the 
economic factors affecting it. It is bac kground for the opinion of 
the board of supervisors, and also my opinion, that the partnership 
will serve the best interests of Trinity County. 

In conclusion, to review the basic advantages : 

1. Bring industry to Trinity County. 

Provide stable tax base for future growth. 

3. Outlay alone would save the Feder ‘al Government an estimated 
$55 million. In this missile age all sources of tax moneys should be 
made available to support our national program of preparedness. 
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I might add, parenthetically, that this trip of ours, paid for by the 
citizens of Trinity County, has perhaps added 1 cent to their tax roll, 
in the sense they feel it 1s that important to the county to have the 
partnership. 

Mr. Asprnauz. Thank you very much. 

The Chair will divide the time equally and recognize the gentleman 
from California, Mr. Engle, and the gentleman from C alifornia, Mr. 
Utt. The gentleman from California, Mr. Engle, is recognized for 4 
minutes. 

Mr. Eneue. I would like to say that I certainly do not blame Trinity 
County for trying to do the best it can in connection with this legis- 
lation. But it is true, is it not, Mr. Brandes, that the people of Trinity 
County, including the board of supervisors, supported the enactment 
of the legislation which became Public Law 386 and authorized the 
Trinity? I believe Mr. Lee said he actively participated in it. 

Mr. Branves. Yes, sir; they did approve. As I stated, Mr. Loomis 
asked that I point out specifically the motivating reason why they 
approved it was the provision for the possibility of the partnership 
plan. 

Mr. Encir. You very properly called attention to the in-lieu tax 
payment. 

Mr. Branpes. Yes, sir. 

Mr. Encuir. Mr. Scudder was in error about that. We do have a 
provision, as you said in your statement, that provides an in-lieu tax 
payment to Trinity County in perpetuity, and that is in section 5. 
We also provided for taking care of the roads, a itter which is cur- 
rently under negotiation. We also provided—I cannot remember 
which statement this was in—a superpreference | ~ 25 percent of this 
power for Trinity County. In other words, substantial local benefits 
have been given the county in order to equate the land losses. That 
is all correct, is it not 

Mr. Branpes. That is right. 

Mr. Encore. Just one further question. How is business in Trinity 
County ¢ 

Mr. Branpes. It is quite dead, thank you. It is seasonal. It has 
been very good for the past 10 years. However, it picks up in the 
spring, is good through the summer, and declines in the fall. The 
vearly rains in September of this year practically ceased logging op- 
erations and naturally business as usual is slow. 

Mr. Enere. What would you do without Trinity under construc- 
tion? How far is it actually from Weaverville ? 

Mr. Branpes. It is, I believe, 60 miles to Lewiston, and about 8 or 
9—how far is it ? 

Mr. Ener. Just one more comment, and I am through. I tried 
a murder case in Trinity County in 1941, and at 8 o'clock at night you 
could fire a cannon down the street and not even hit a stray dog. 

Mr. Srerptinc. I beg your pardon. We have enough stray “dogs; 
you would hit one. 

Mr. Encur. I was over there recently and I could not find a park- 
ing place. 

Mr. Srerriine. Tourists. 

Mr. Branpes. During the war years there was nothing there. 
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Mr. Ene te. I could not get to one of my favorite places there, Mr. 
Moon’s. 

That is all. 

Mr. Asprnati. Mr. Utt? 

Mr. Urr. I have no questions. I want to thank you for coming here 
from Trinity. I know what a sacrifice in your time and also the 
county money itis. I appreciate your appearance and your statements. 

I have no further questions. 

Mr. Asptnati. Does anyone have any questions? 

Mr. THomson. I would just like to congratulate these gentlemen 
on being so successful with their neighbors from southern California. 
You have got 74 percent of your county left, and Teton County is 
owned 96 percent by the Government. And if the Sierra Club wins 
the wilderness bill they are going to get the other 4 percent. 

Mr. Branpves. Do not misunderstand me. Of 76 percent, 2 percent 
is owned by the State and 74 percent by the Government. 

Mr. Asprnatu. Let the chairman say he is very sympathetic with 
the statement of Mr. Steppling. He said they could not sell the 
water. If you can sell the water in your county as a resource of 
value, you would have something to base your taxes upon. 

Mr. Srereiinc. Have you any suggestions? 

Mr. AsptnatL. I have no suggestions, because my constituents, my 
congressional district, furnish 72 percent of all the water of the 
Colorado River. So we cannot tel] you. 

Mr. Epmonpson. Mr. Chairman, may I say something off the 
record ? 

Mr. Asprnaty. Off the record. 

(Discussion off the record.) 

Mr. AsprnaLL. Thank you very much, gentlemen. 

Mr. Branoes. Thank you, sir. 

Mr. Aspinati. The next witness is our colleague, Congressman 
Gubser of California. 


STATEMENT OF HON. CHARLES S. GUBSER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Gusser. Mr. Chairman and members of the committee, re- 
cently I introduced H. R. 10005 to authorize the partnership ap- 
proach to the power aspects of the Trinity River project in California. 
My bill is identical with H. R. 6997 and H. R. 7407 which were in- 
troduced last year by my colleagues from California, Hubert Scudder 
and James Utt. 

On previous occasions I have made it quite clear that I favor joint 
development of Trinity power facilities, but since I am also the author 
of legislation to authorize the San Luis project which would provide 
supplemental water supply for the west side of the San Joaquin 
Valley and my own district, I want to make it very plain that I am 
convinced that partnership on Trinity will actually be a decided 
boon to the San Luis project. 

The act which authorized the Trinity River project (Public Law 
386, 84th Cong., 1st sess.) specifically makes it an integral part of 
the Central Valley project. It is important that this fact be borne 
in mind. 
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Congress, in its wisdom when it authorized the Central Valley 
project (Public Law 392, 75th Cong., and Public Law 868, 76th 
Cong.), specifically provided that the Centra] Valley project was 
to be— 
for the purposes of improving navigation, regulating the flow of the San 
Joaquin River and the Sacramento River, controlling floods, providing for storage 
and for the delivery of the stored waters thereof, for the reclamation of arid and 
semiarid lands and lands of Indian reservations, and other beneficial uses, and 
for the generation and sale of electric energy as a means of financially aiding and 
assisting such undertakings and in order to permit the full utilization of the 
works constructed to accomplish the aforesaid purposes * * * 

In other words, the legislation specifically provided that revenues 
from power of the Central Valley project were to be used to “finan- 
cially aid and assist” the water features. 

As this committee well knows, the law which authorized the Trinity 
River project and made it a part of the Central Valley project, has 
this provision : 

Provided, That the Secretary is authorized and directed to continue to a 
conclusion the engineering studies and negotiations with any non-Federal agency 
with respect to proposals to purchase falling water and, not later than eighteen 
months from the date of enactment of this Act, report the results of such negotia- 
tions, including the terms of a proposed agreement, if any, that may be reached, 
together with his recommendations thereon, which agreement, if any, shall not 
become effective until approved by Congress. 

In keeping with this directive from the Congress, the Secretary of 
the Interior made a very careful and comprehensive study of the 
possibility of selling fs ling water to a non-Federal agency rather than 
having the Feder: al Government build the power facilities. Accord- 
ing to the Secretary, ample opportunity was given to all prospective 
preference and nonpreference purchasers of falling water and that 
only the Pacific Gas & Electric Co. indicated any desire to do so. 

The offer of the Pacific Gas & Electric Co. was thoroughly studied 
by the Secretary and he concluded : 

I find the proposal of the Pacific Gas & Electric Co. to be acceptable generally 
and recommend approval by the Congress. 

The Secretary, in his report and recommendation to the Congress 
which is contained in House Document No. 94 (85th Cong., 1st sess.), 
found many reasons for taking this action. I am going to refer first 
to the added surplus to the Central Valley project which would occur 
from joint de velopme nt. since I have refe rred above to this feature of 
the legislation which origin: ally authorized the Central Valley project. 

The Secretary stated in his report that— 
under the joint plan of development proposed by the Pacific Gas & Electric Co. 
the payments by the company to the United States would cause the estimated sur- 
plus 
of the Central Valley project— 


* * * to be somewhat over $165 million greater than it would be if the power 
facilities under the Trinity River division were to be constructed by the Federal 
Government. * * * If it is assumed that the San Luis project is constructed by 
the Federal Government, then the advantage in the surplus credited to the project 
as a whole would be $124 million under joint development. 


The Secretary evidently was familiar with the language in the 
original Central Valley project authorizing legislation to the effect 
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that power revenues were to aid and assist irrigation because he 
pointed out in his report : 

* * * under the present Central Valley rate structure Trinity power facilities, 
if built by the United States, would require substantial assistance from other 
project revenues in order to meet repayment requirements. Joint development 
under the proposed agreement would convert Trinity falling water into a sub- 
stantial net asset of the project. 

In other words, under all-Federal development Trinity power is a 
drain on the water and power facilities of the Central Valley project, 
which runs counter to the authorizing legislation, and only under joint 
development authorizing partnership as provided in my bill does 
Trinity comply with the law authorizing the Central Valley project. 

Certainly this added sur plus created by joint development would be 
most helpful to the San Luis project both in meeting annual costs and 
in making water as cheap as possible to San Luis water users. 

Aside from these important and overriding facts, Trinity partner- 
ship offers several other definite advantages to the San Luis. The 
Secretary pointed out in his report on Trinity: 

In my opinion, it appears clear from the report of the Commissioner that joint 
development would provide substantialy more funds for potential irrigation and 
multipurpose development in the Central Valley project area. This means that 
the power resource of the Trinity River division under joint development would 
provide the greater benefit to the project area and to the Nation as a whole. This 
is consistent with my view that our water resources should be developed in the 
manner best suited to comprehensive use of those resources. 

I am also conscious of the fact that the basic purpose of the reclamation 
program is the development of irrigation water supply and the reclamation of 
land. Electric power is generated as an incident to the basic purpose of the 
program. It seems to me that the development of the power resource of the 
Trinity River division under a joint proposal such as that offered by the company 
would mean that power would become a better partner of irrigation development 
in the Central Valley project area than under all-Federal construction. 

Certainly the San Luis project can qualify to share in the increased 
advantages which would accrue to the Central Valley project as a 
result of joint development. As a matter of fact, it seems rather in- 
consistent to me to support the San Luis project and at the same time 
oppose the partnership development on the Trinity. 

There is still another major factor—and in view of the present 
budget situation it might be the most important factor—which makes 
Trinity partnership advantageous to San Luis. Obviously, if the 
Pacific Gas & Electric Co. builds the power facilities instead of the 
Federal Government, there will be a saving of some $56 million in 
project costs. On this point the Secretary in his report had the fol- 
lowing to say: 

It should be noted also that*the Commissioner’s report states that the capital 
investment of the United States would be reduced by $55.5 million. This rep- 
resents an immediate lessening of demands on the Federal budget in the next 
few years, or this sum could be diverted to the construction of other needed 
reclamation projects. 


According to last es the San Luis project will cost $305 
million, The saving on Trinity of $55.5 million represents over 18 
—_ ent of the total on of the San Luis. The saving on power 
facilities of the Trinity would provide sufficient funds to build a fore- 
bay to the San Luis Reservoir which would permit greater use of 
offpeak pumping energy which in turn would mater ially reduce oper- 
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ating costs of the San Luis unit and, what is of more immediate in- 
terest to my district, this $55.5 million saving resulting from partner- 
ship on Trinity would provide sufficient funds for facilities of the 
San Luis project to serve lands in Alameda, San Benito, and Santa 
Clara Counties. 

It hardly seems necessary to dwell further on the advantages of 
joint development on Trinity which would be available and accrue 
to the Central Valley project generally and the proposed San Luis 
project in particular. 

Those who oppose the Trinity partnership plan will counter my 

argument with the allegation that cheap Federal power produced at 
Tr inity is essential to the successful oper ation of the San Luis project. 
In using this argument they are for vetting one important fact : If my 
information is correct, the Trinity project was originally justified on 
the basis of expected revenue for power of approximately 4.4 mills. 
It is also my understanding that opponents of Trinity partnership 
ane to dedicate Trinity power to San Luis at a rate of approxi- 
mately 2.5 mills. 

This is a rate juggling which amounts to destroying the feasibility 
of one project to make another one acceptable. It is deceitful to 
justify a project on one rate, get it under construction, and then change 
the rate to justify another. 

Whatever advantage would accrue to the San Luis project from all- 
Federal Trinity power would be taken from Trinity. The situation 
would be exactly the same as robbing Peter to pay Paul, or transfer- 
ring money from one pocket to the other and telling yourself you had 
twice as much as when you started. 

Aside from all of the above-named advantages of partnership de- 
velopment it seems to me it behooves all of us to take a broad-gage 
view of the present budget situation and wherever possible ease the 
strain of Federal spending so that as much funds as we can possibly 
afford can be diverted to our defense effort. 

I could not help but think as I read recently in the Washington 
papers about the contract recently awarded the Chrysler Corp. to pro- 
duce 1,500-mile-range Jupiter missiles that it just so happens that the 
savings of joint deve lopment on Trinity would be more than enough 
to finance this entire contract. It seems that we should all be giving 
thought to matters like this. 

The Honorable Clarence Cannon, chairman of the House Committee 
on Appropriations, according to the press recently stated : 

It is my hope that we can save enough out of nonessential items to make up 
for the increase in defense spending and still keep a balanced budget. 

Certainly Federal spending for Trinity power facilities is nonessen- 
tial simply because others are willing to put up the money and at the 
same time produce greater return to the Federal Treasury. 

I am not unmindful that there are those who feel that the Federai 
Government has an obligation to build power facilities solely for the 
purpose of supplying so-called cheap Federal power to the so-called 
preference customers. On this subject the Secretary had the follow- 
ing tosay: 

* * * A vital part of the company’s Trinity proposal is its offer to extend this 
contract for the 50-year life of the Trinity agreement, with amendments which 
are more favorable to the Government than the existing contract. It is my under- 
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standing that the Commissioner’s estimate of 470,000 kilowatts (with San Luis) 
of capacity for preference customers is contingent on the company’s willingness to 
offer the same integration with the company’s system in the event its Trinity 
proposal is not accepted. The company offers to firm up a preference customer 
load of 450,000 kilowatts, with or without San Luis. If it appears desirable to 
devote more of the project revenues to the purchase of firming energy, or to raise 
rates somewhat, the supported loads under joint development could be increased 
above the amounts indicated by the Commissioner’s report. 

Thus under the offer of the Pacific Gas & Electric Co., the Govern- 
ment could serve loads up to 450,000 kilowatts, whereas even assuming 
certain favorable conditions the Government could not 7 more 
than 470,000 kilowatts after meeting the requirements of San Luis. 
Therefore, it can be safely said that the Government could, if it so 
chose, serve practically as many preference loads as would be possible 
under the all-Federal development of Trinity. 

It seems, therefore, that the choice again is whether we want Fed- 
eral plants to be constructed at a cost to y the Federal taxpayer to serve 
a privileged few, or whether we prefer to accept joint development and 
permit the benefits to flow to the water users, the taxpayers, and all 
people generally. 

So far I have made no mention of the taxes which would accrue to 
the Federal Government in the case of joint development. Accord- 
ing to the Secretary, $135 million in taxes would be paid by the com- 
pany to Federal, State, and local governments. About $70 million of 
this would accrue to the Federal Government which would largely, 
if not completely, offset any penalty that would accrue to Federal 
agencies as an improbab le result of having to buy more power from 
the company under joint development than would be the case under 

all-Federal development of Trinity power facilities. 

When you add to this Federal tax advantage the more than $65 
million which would accrue to the State and local governments as a 
result of partnership development, the overall advantages of the provi- 
sions of the Secretary's recommendations and of my bill become more 
and more apparent. 

Those who are opposing this project have made reference to the 
losses to Federal agencies as the result of their inability to get Fed- 
eral power under joint development. I have already pointed out that 
by accepting the company’s offer to firm up to 450,000 kilowatts the 
Federal Government can serve almost as much load as would be pos- 
sible under all-Federal development of Trinity. Probably the biggest 
Federal load in California is the Ames Aeronautical Laboratory 
which is located in my district. This laboratory uses large blocks of 
power but on an intermittent basis and it is a load difficult to serve 
except from an integrated system such as the Pacific Gas & Elec- 
tric Co, 

The fact is that the Government is now supplying only 50,000 kilo- 
watts of their total requirements and has refused to increase this allo- 
cation to Ames even though they have since allocated 7,500 kilowatts 
to the city of Roseville. 

An early improvement in Federal spending and taxing methods is 
imperative if the administration is to inspire any public confidence 
in our economy. The new demands for a $2 billion hike in our de- 
fense budget; supplementary funds for civilian programs; new de- 
mands of new interest groups involving increased Federal, State and 
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local spending—how are these contradictory needs to be reconciled 
with the basic principules of sound economy? And the basics of 
sound economy mean reduction in nonessential Government spending 
and an equitable tax structure. At present, we cannot claim fame 
from either. 

Adoption of the Trinity partnership plan would be an initial posi- 
tive step toward both goals. Adoption of the all-Federal plan to oper- 
ate the Trinity power system would continue the dead-center state 
we find ourselves in today, with more nonessential Government out- 
lays and stiffer tax burdens. Let's see how. 

The public-power opponents of the partnership proposal maintain 
that their way alone can provide cheap power. This is true, but 
only the few get the advantage of cheap power—the few so-called 
preference customers who represent only 7 percent of the power users 
in northern California. ‘The remaining 93 percent are asked to foot 
the major part of the preference groups’ bill; although they receive 
no direct benefits whatsoever. 

It is fallacious to assume that the Federal Government can give 
something for nothing. Its services including hydroelectric power 
have a cost, and that cost is borne | \ the ‘axpaye rs: 66,005,000 self- 
supporting, gainfully employed Americans. ‘The public -power advo- 
cate in effect asks for a tax hike in chan ipioning his case for Trinity. 
For there is no good genie around re: ady to fillu ip the Federal Treasur y. 

On the contrary, the Treasury is an empty purse, with a debt of over 
S270 billion. Ht obviously cannot give anything to anybody without 
first taking it away from someone else. Agai 
back to the t axpayer. 


+ 


in we retrace our cirele 


On the other side of the coin, we have a proposal for de velopment 
of Trinity power which would serve three major purposes in firming 
up our economy: (1) First eliminate another waste in nonessential 
spending; (2) create $310 million worth of benefits for the public: 
and (3) constitute a step toward tax imprevement in the form of 
savings and lightened taxload. 

Americans everywhere should have a broader understanding of 
the partnership principle, whether applied to power development or 
any other field. It is a major economic asset, as the case at Trinity 
shows. 

Private construction of the Trinity power plants would alone save 
the Government an immediate cost of $55.5 million, meaning $55.5 
million retained by the taxpayers. The Government also stands to 
get over $4 million yearly over the 50-year contract period for P. G. 
& E.’s use of the falling water. That is a net gain of $165 million to 
the Government over what its own power operation could produce. 

Then it can also expect a tax revenue amounting to $83 million extra 
over the total repayment period. Nor does this tax revenue include 
the additional $62,600,000 more in payments to State and local gov 
ernments. With State and local spending hitting alltime highs, isn’t 
it about time that new sources of outside revenue were tapped, as 
offered through the Trinity pony plan? Again, the taxpayer 
gets the brunt of heavy indebtedness at the grassroots level. It is to 
his interest to demand new revenue creators. 

Residents of Santa Clara, Santa Cruz, and San Benito Counties in 
my district may not know it, but the final outcome of the Trinity 
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partnership proposal affects their homebase. The Trinity River 
project is far from being an isolated water project in northwest 
California. What happens to the development of hydroelectric power 
at Trinity will indirectly influence our own water supply as well as 
our wallets. 

First, let us take a look at the water situation in Santa Clara County. 
Latest census figures show that Santa Clara leads the bay area in 
population increase over 1956 totals, to be exact a 50,700 increase. 
This will mean a greater demand for water which is in short supply, 
and getting shorter 

The fact that the city of Sunnyvale was rejected recently as a site 
for $40 million of industrial development for lack of industrial water 
is no consolation. Not only is our local agriculture hit by low-water 
levels, but industrial development can be stunted by a Jack of this 
basic resource. 

We in Santa Clara, Santa Cruz, and San Benito need water des- 
perately as the evidence proves. We will need it at the most reason- 
able price to the farmer and water user. Joint development of Trinity 
can provide these needs. It would mean: $55.5 million in immediate 
savings to the Government through private construction of power- 
plants: $165 million in additional revenue from sale of falling water ; 
$145 million in tax payments to Federal, State, and local govern- 
ments: $83,040,000 to the Federal Government; $7,310,000 to Cali- 
fornia ; and, $55,345,000 to California counties. 

Now what do all these figures mean to my district? The extra 
money available through partnership would go a long way toward 
financing local water projects. For example, the Corps of Engineers, 
San Lorenzo River project, just started in Santa Cruz C ounty, will 
take another $1,233,000 in Federal support after 1958. Also, we 
have the proposed San Luis project sorely needed on the west side 
of the San Joaquin Valley and my district. This will take another 
$305 million outlay if authorized. 

The initial partnership construction savings of $55.5 million could 
pay for 55 San Lorenzo River projects, while a total of $248,040,000 
in revenue to Federal coffers would take care of the major chunk 
of San Luis. 

The point is that partnership would create the funds necessary 
to carry on these local projects of ours, and everything proves that the 
maximum contribution to San Luis would be made under this plan. 

Can we say the same for the all-Federal plan for Trinity power? 
IT am afraid not. Federal control of Trinity power would actually 
be a deficit operation, since other CVP projects would have to make 
loans to Trinity. What would this mean other than “draining” the 
allotments for other irr eee works and making them more expensive 
in the long run. Certainly, San Luis water would be more costly not 
only in water prices, but in “stiffer” loads on the taxpayer. 

Tenth District constituents do have a big stake in Trinity. They 
will be the ones paying these water prices and taxes on new projects. 

To refuse approval of the Trinity partnership proposal is to sub- 
sidize a few power users at the expense of many. It would be a give- 
away in the worst sense. It would defeat the purpose of the Central 
Valley project to subsidize water development. 
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Speaking for my constituents who need help in developing a source 
of water and speaking for fair treatment of the entire Nation rather 
than a favored few, I sincerely hope the bills introduced by Congress- 
men Scudder, Utt, and myself will be favorably considered. 

Thank you. 

Mr. Asprnany. Without objection, at this point in the record will be 
inserted the statement of Senator William F. Knowland of California 
in support of this proposed legislation. Hearing no objection, it is 
sO orde rect, 

(Senator Knowland’s statement follows.) 


STATE MENT OF UNITED STATES SENATOR WILLIAM F. KNOWLAND 


I huve been asked to submit my views on the Government’s recommendations 
for development of the power facilities of the Trinity River project on a partner- 
ship basis. In my studies of the application of the partnership principle to this 
project, careful consideration has been given to (a) the staggering level of the 
public debt, (b) the priority of expanding national-security needs, (c¢) present 
and future water needs of California, and (d) the economic analysis of Federal 
against partnership development of the Trinity power facilities. 

1. For 55 years, the Federal Government has recognized its responsibilities in 
the development, conservation, and utilization of the Nation’s water resources. 
Our State has participated in this program. 

2. Funds available for reclamation projects are not unlimited. The Federal 
budget recently submitted to Congress clearly indicates that the Nation’s defense 
requirements and expenditures are resulting in increased demands, not only 
for a delay in construction on water projects of all kinds, but a delay in expected 
appropriations for some partially completed ones. 

3. Water conservation is the major purpose for the Federal Government’s 
reclamation laws. 

4. Development of water-project power resources is designed for the purpose 
of providing # maximum financial contribution to the cost of water irrigation 
and conservation projects and, thereby, to reduce the burden on the Federal 
Treasury. 

». Development of the power facilities on other than a partnership basis would 
add to, not reduce, the construction and operating costs of the Trinity project. 
To be sure, a limited number of power consumers and Federal agencies would 
benefit, but the monetary advantage to them would not offset the monetary advan- 
tages provided under the partnership plan. 

6. Development of the Trinity power facilities by the Federal Government 
would result in reducing the surplus fund now available in the Central Valley 
project and, thus, limit the capital available for construction of other critically 
needed water projects, such as the San Luis unit. The partnership program 
would make available funds that could be allocated for other water- and flood- 
control projects, such as the Santa Maria, Solano, Hidden, and Buchanan Reser- 
voirs, Success and Terminas Dams, Eel River and Los Angeles flood-control 
projects. 

7. Partnership development would benefit the taxpayers of California and the 
Nation as follows: (a) $56 million in construction costs; (0) at least $165 million 
additional net revenue to the Central Valley project: (¢) $83 million in tax reve- 
nues; total, an estimated $304 million. Partnership development would also 
contribute to State, county, and local governments another $62 million in tax 
revenue 

S. Benefits of the Trinity project, whether computed on a water-rate, electric- 
rate, or a tax-revenue basis, would be enjoyed by countless more Californians 
under «a partnership development of the power facilities rather than Federal 
develope it 

%. There is ample precedent in California and elsewhere for private-enterprise 
participation in the construction of power facilities at Federal projects at no 
cost to the Government whereby the purchase of the use of falling water in these 
joint operations assists in reducing Federal expenditures. 

10. For 13 years, in the Senate, I have supported the Central Valley project 
and other reclamation and flood-control projects, including powerplants and nee- 
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essary transmission lines which were beneficial to the development of our water 
and power resources. 

After a careful study of these factors, it is my conviction that in this specific 
Trinity partnership proposal the interests of the taxpayers, the water users, and 
power users of California and, also, the taxpayers of the Nation would be best 
served by congressional approval of the joint-operation proposal. 

Accordingly, I support the partnership plan for joint development of the Trinity 
project’s power facilities. I shall also support an amendment which will provide 
for periodic review by the Federal Power Commission of the provisions regulating 
rate payments to the Government for use of falling water. 


Mr. Aspinatu. The committee will stand in recess until 10 o’clock 
tomorrow morning. 


(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
10 a.m., Tuesday, January 21, 1958.) 
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TUESDAY, JANUARY 21, 1958 


Hovusk OF REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess at 10:05 a. m., in the 
committee room, New House Office Building, Hon. Wayne N. Aspinall, 
chairman of the subcommittee presiding. 

Mr. AsptnaLu. The Subcommittee on Irrigation and Reclamation 
of the full Committee on Interior and Insular Affairs will now resume 
its hearings on H. R. 6997 and related bills. 

Yesterday morning when the committee adjourned, we had at the 
witness table our colleague, Mr. Scudder of California, author and 
sponsor of the bill. Mr. Scudder, would you take your position at 


the witness table, and I think we are going to excuse you in a very 
few minutes. 


STATEMENT OF HON. HUBERT B. SCUDDER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA—Resumed 


Mr. Ener. Mr. Chairman, I reserved a couple of questions yester- 
day, and there are some things in Mr. Scudder’s statement that I could 
inquire about that will come up later. I did not want this proceeding 
to end without saying that my friend, Hubert Scudder, has been my 
neighbor in northern California in an adjoining district for—how 
many years has it been, Hubert ? 

Mr. Scupper. Ten years. 

Mr. Enete. And although we have not always agreed, we have 
always been neighborl, y and worked together. He was the coauthor 
with me on the Sacramento Valley canals which are presently under 
construction. 

I make these remarks because my colleague has announced he will 
not run for reelection. I just wanted the record to show that through- 
out his service in Congress, as my neighbor in his adjoining district, 
our relationships have been cordial, and our personal relationship has 
been one of friendship. 

Mr. Scupper. I appreciate that, Mr. Chairman. It is very mutual, 
and I have always enjoyed working with you on these various projects. 

Mr. Asprvatr. The chairman of the committee might also say he 
can testify as to the fine work of the gentleman, Mr. Scudder, for his 
constituents, the State of California, and for the Nation as a whole. 


4] 
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The Chair recognizes his colleague, Mr. Utt of California, for any 
questions he may have. 

Mr. Urr. Mr. Chairman, I have no questions. I want to compliment 
Mr. Scudder on his presentation and thank him for appearing. 

Mr. Scupper. Thank you very much, gentlemen. 

Mr. Urr. To continue, Mr. Chairman, our schedule for this morning 
will be Mr. Ronald T. Weakley from the Electrical Union of Califor- 
nia, followed by the Farm Bureau representative, and then by the main 
party interest here, Pacific Gas & Electric Co. I would hope the com- 
mittee would not take too much time on the witnesses as our time is 
very limited. 

Mr. Asprnaty. Mr. Scudder, will you please hold yourself in readi- 
ness if we have some questions later on, and I hope you will feel 
fsee to sit up at the table if you wish to. 

Mr. Utt, you may proceed. 

Mr. Urr. Mr. Ronald T. Weakley. 

Mr. Asprnaty. As Mr. Weakley comes to the table, I wish to state 
the time is limited and make your presentation just as concise and 
brief as possible. 


STATEMENT OF RONALD T. WEAKLEY, BUSINESS MANAGER, LOCAL 
UNION NO. 1245, INTERNATIONAL BROTHERHOOD OF ELECTRI- 
CAL WORKERS, AFL-CIO, OAKLAND, CALIF. 


Mr. Weaxtey. Mr. Chairman and members of the committee, I 
am appearing here in support of H. R. 6697, 7407, and 10005, which 
provide for the joint development of the Trinity River project by 
the Federal Government and the Pacific Gas & Electric Co. 

Our local union represents some 14,500 employees of the Pacific 
Gas & Electric Co. working in 47 California counties. Our members 
work under collective- bargaining agreements covering wages, work- 
ing conditions and other “employee benefits. These agreements are 
the means by which peaceful and productive operation of the stra- 
tegic industrial enterprise has developed a joint employer-employee 
effort to meet the power needs of a large portion of our rapidly grow- 
ing State. Thus, the legal and responsible application of sound 
contractual industrial relations has benefited the millions of people 
in our service area. 

We are seriously concerned over the possibility of the Federal 
Government building and operating the power facilities involved in 
the Trinity River project. 

Should the Government build the generating plants, transmit and 
market the power developed on the Trinity, the members of our local 
union will be adversely affected. 

Public agencies engaged in the power business, particularly in the 
distribution and customer-service phase, generally do not allow and 
in fact usually prohibit the right of free organization, collective bar- 
gaining, and the right of contract. 

California, for instance, does not, in its laws, make provision for 
legal collective-bargaining contracts between labor organizations 
chosen by such employees and the State and political subdivisions 
thereof, including municipal utility districts. In fact, a bill, pro- 
posed by our local union designed to provide for legal collective 
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bargaining in municipal utility districts, failed to get out of com- 
mittee during the 1957 session of the California Legislature. The 
opponents of the bill were the representatives of public agencies en- 
gaged in the power business. 

A large block of power, made available through Government de- 
velopment of generation and transmission facilities from Trinity, 
would provide a means for expansion of service areas operated by 
public agencies. 

The right to contractual coverage in such matters as effective or- 

ganization, grievance procedure, safety provisions, wages, working 
coubianee and other employment benefits would be lost to utility 
workers providing service under public agency operation. 

In addition to our contracts with private power employers, we rep- 
resent certain employees in public agencies. We have managed to 
elevate and to maintain decent wages and conditions where progressive 
management policies exist although we are denied the protection of a 
legal collective-bargaining agreement. 

However, a great many public-power agencies were unorganized 
and have comparatively poor wages and working conditions due to 
antilabor employment practices i —— such California agencies. 

Private development of the power facilities of the Trinity project 
will provide additional employment for our members and will serve 
to maintain adequate wages and conditions through collective bar- 
gaining. 

Federal development and power marketing, will, our experience 
shows, lead to expansion of the unfair treatment of utility workers 
through loss of rights enjoyed by the rest of labor. 

The policy of our local union in the Trinity development contro- 
versy is set forth in the preamble of our agreements with the Pacific 
Gas & Electric Co., and I quote—— 

Mr. Asprnauti. May I ask if this is not the the same material Con- 
gressman Scudder read into the record yesterday / 

Mr. Wreakcey. It is, Mr. Chairman. 

Mr. Asprnatn. Then the chairman would ask that you skip over to 
the top of page 5, and reference will be made in the record to the 
effect that this is the same material Congressman Scudder read into 
the record yesterday. (See p. 12.) 

Mr. Weaktry. Thank you, sir. 

The members of our local wnion are also citizens and taxpayers. We 
are just as concerned as other citizens regarding proper and beneficial 
utilization of our natural resources. We want ‘adequi: ite flood control, 
wildlife protection, irrigation water, reasonable power rates and rea 
sonable taxation. 

Tax free, high denomination bond interest made available to big 
investors comes in part, out of the family budget of employees in 
public power agencies in the form of lesser employee benefits. This 
i free bonanza also comes out of the pocket of Mr. Average Tax- 
payer, including the utility worker where this invasion of private tax- 
paying industry spreads. 

Most basic American industries are not subject to many of the Fed- 
eral and State regulations covering the private electric light and 
power industry. Beyond mere regulation, our industry is subjected 
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to local, regional and, if some could have their way, national operation 
by the invasion of public power. 

Should this principle of public ownership be applied to oil, steel, 
coal, automobiles, ve other important basic American industri ies, loud 
protests would be heard from over the land from both employers and 
labor. 

Very few people seem to care about what happens to utility workers 
who serve the public under public ownership. This gradual denial of 
rights enjoyed by other workers is highly resented by our skilled 
workers who render important public service no matter how great the 
discomfort or personal danger. 

On the matter before this committee, it is up to the Congress to work 
out this type of development for the general good and we » respect fully 
urge that serious consideration be given to the fact that a regulated 
private power industry exists where thousands of utility w workers 
enjoy the rights afforded other American workers. 

Therefore, on behalf of the members of our local union, I offer the 
foregoing remarks in support of these bills designed to provide for the 
joint development of the Trinity River project. 

Thank you, sir. 

Mr. Asprnati. The Chair recognizes the gentleman from Califor- 
nia, Mr. Engle, for any questions. 

Mr. Enote. Mr. Weakley, I was attracted by the third to last para- 
graph of your statement which relates to bargaining rights in Gov- 
ernment-built plants. That paragraph states the essence of your dis- 
agreement, does it not, with public construction of these projects? 

“Mr. Weaxtey. Not only the actual construction and operation of 
the project, but the attendant spread of available power into districts 
where we do not have collective bargaining. 

Mr. Enate. In other words, you think that workers in the public 
projects ought to have more freedom of negotiation and collective bar- 
gaining with the Government; is that right? 

Mr. Weaxtey. I do; I believe it should be contractual. 

Mr. Encte. I have a telegram here from C. J. Haggerty, secretary- 
treasurer of the California State Federation of Labor, in which he 
says: 

At our 1957 convention, some 2,000 delegates, representing more than 1,300,000 
AFL-CIO members in the State, declared their full support of the policy of the 
Federal Government where it builds dams and are in opposition to H. R. 6997 

That is a correct statement; is it not ? 

Mr. Weaktey. That is correct. 

Mr. Enoie. Thank you very much. 

Mr. Asprnatu. The gentleman from Nebraska, Dr. Miller. 

Dr. Mituer. No questions. 

Mr. Asprnati. The gentleman from Arizona, Mr. Rhodes. 

Mr. Ruopes. No questions. 

Mr. Asptnati. Does anybody have any questions? 

Mr. Tuomson. Mr. Chairman ? 

Mr. Asprnatyt. Mr. Thomson. 

Mr. Tomson. In the event it is too big a project for private capital 
where they cannot go ahead with it, what is your position with regard 
to building dams as a Federal project? That is, does your union 
favor them in those instances? 
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Mr. Weaxktey. I would say it is @ question of the ability to develop 
the project, and we have no objection to the general idea of the Gov- 
ernment developing resources where private “capital cannot do it. 

Mr. Tuomson. But it is the philosophy of your union, if I under- 
stand it, if private capital is ready, willing, and able on favorable 
terms to go ahead, then it should be done by them or through a partner- 
ship arrangement such as proposed here ? 

Mr. Weaktey. That isright, sir. 

Mr. Tuomson. I was very much interested in your comments on 
page 2 about the conditions you have run into with the Government 
taking over some of these things, because during the summer I had 
the opportunity to hear the British consul from Denver speak on this 
subject, and he said that British labor would never stand for full 
socialization of industry, because they ended up with work cards, 
losing their right to bargain, and other rights of labor. I am pleased 
to see your union recognizes this. Have you ever presented it to the 
AFL-CIO general convention ? 

Mr. Weak.ey. Not in general; no, sir. 

Mr. Toomson. Are you contemplating that ? 

Mr. Weaktry. Yes, sir. 

Mr. Toomson. Thank you. 

Mr. Asprnaty. Are there any further questions ? 

Mr. Saytor. Mr. Chairman, I have no questions. I was not here 
when Mr. Weakley started his statement, but I have had a chance to 
read it, and, Mr. Weakley, I would like to congratulate you on your 
statement. I think it indicates that the members of your union have 
a good working agreement with their employer. Is that correct? 

Mr. Weaktey. It is, sir. 

Mr. Saytor. In settling your labor disputes, which will of necessity 
arise between employer and employees, have you been able to sit down 
around the bargaining table and come to a satisfactory solution of 
your problems ? 

Mr. Weak ey. We have, sir, to date. 

Mr. Sartor. Do you know whether or not the men and women who 
work in the Federal agencies have had that same ability to sit down 
around the bargaining table and to negotiate with their employer ? 

Mr. Weaxtey. I had one experience that I might relate, if there 
is time, sir. 

Mr. Saywor. I would like to hear it. 

Mr. Weaktey. I will read from notes. 

The policy of the Bureau of Reclamation with respect to labor 
provisions in Government contracts has not, to date, matched the 
private power construction contract policies. An example, was the 
construction of the Folsom-Elverta 20-mile long 230 kilovolt line for 
the Central Valley project in 1953 

In a letter to Congressman John E. Moss of Sacramento, Assistant 
Secretary of the Interior, Fred G. Aandahl, wrote on August 25, 
1953, with respect to the Folsom-Elverta line contract which had been 
sought by fair electrical contractors under local 1245’s agreement at 
that time, the following: 

Bids under specifications DC-—3938 were opened on July 23, 1953, with the 
Maleolm W. Larsen Contracting Co. of Denver submitting the low bid in the 
amount of $56,218. In his letter to you (Congressman Moss) of July 23, 1953, 
which you forwarded, Mr. Weakley objected to the low bidder primarily on the 
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grounds that it usually operates on a nonunion basis. Under existing statutes 
and regulation, a bid may not be rejected on the grounds that the bidder chooses 
to operate on a nonunion basis. See Comptroller General’s decision No. B—-109270 
dated May 2, 1952. Government agencies must award contracts to the lowest 
responsible bidder and may not show preference to a contractor because he will 
perform the work with union labor. There is no statute or regulation which 
requires contractors on Government work to pay the union scale of wages. 

While the Davis-Bacon Act requires the Government to pay not less 
than those wages paid at the prevailing rate, this is a poor excuse for 
guaranteed decent. w ages and conditions. Larsen built the Folsom- 
Elverta line with men and equipme nt from out of State on a nonunion 
basis right in the heart of the Central Valley and with mostly unskilled 
labor and with no fringes or proper distribution of journeymen. 

Mr. Saytor. That has been the experience of your organization in 
dealing with the Federal Government’s agencies that construct projects 
in the Central Valley / 

Mr. Weaktey. That was our direct experience, sir. 

Mr. Sartor. That is all. Thank you. 

Mr. Asprnauu. The chairman is not going to take issue, in the inter- 
est of time, but we could spend a lot of time on that on both sides. 
Just one instance related like this, of course, does not tell the whole 
pic ture. 

Thank you very much, Mr. Weakley, for your appearance before the 
committee, and the Chair recognizes the gentleman from California, 
Mr. Utt. 

Mr. Urr. Mr. Chairman, at this time I would like to call to the 
witness table Mr. Arthur Andersen, and Mr. Louis Rozzoni from the 
Farm Bureau. I believe they also have another gentleman with them, 
Mr. Butler. 

Mr. Asprnatu. We are very pleased to have you before the commit- 
tee, and you may proceed. 


STATEMENT OF ARTHUR L. ANDERSEN, AULT, COLO., MEMBER, 
BOARD OF DIRECTORS, AMERICAN FARM BUREAU FEDERATION; 
ACCOMPANIED BY LOUIS ROZZONI, PRESIDENT OF THE CALI- 
FORNIA FARM BUREAU FEDERATION; AND CHARLES C. BUTLER, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Anpersex. Mr. Chairman and members of the committee, my 
name is Arthur L. Andersen. Tama farmer from Ault, Colo., immedi- 
ate past president of the Colorado Farm Bureau and a member of the 
board of directors of the American Farm Bureau Federation. I also 
acted as chairman of the Farm Bureau’s resolutions subcommittee on 
natural resources in 1957, Tam accompanied by Mr. Louis Rozzoni, 
president of the California Farm Bureau Federation and a member 
of the board of directors of the American Farm Bureau Federation, 
and Charles C. Butler, director of the land and water use department 
of the American Farm Bureau Federation. 

Mr. Asprnati. Just a minute now before you enter into your state- 
ment. May the Chair say that the gentleman who is testifying is a 
college classmate of your chairman, and I am very pleased to welcome 
him before this committee for his testimony. 

Mr. Anprersen. Thank vou. 
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The opportunity of presenting to this committee the views of the 
American Farm Bureau Federation regarding the development of the 
waterpower facilities of the Trinity division of the Central Valley 
project in ( ‘alifornia is sincerely appreciated. 

The American Farm Bureau and the California Farm Bureau have 
a very real interest in this project. As farmers and ranchers, we 
are the Nation’s largest users of water. The farm economy in the 
Western States is almost completely dependent upon water for irriga- 
tion. This water must be available to farmers at a reasonable price. 
As citizens and taxpayers, we are interested in the most efficient de- 
velopment of our water resources and in their development being 
accomplished in a manner consistent with good sound fiscal reasoning. 
The American Farm Bureau has a membership of about 1,600,000 
farm families in the 48 States and Puerto Rico. Approximately 
65,000 of these families live in California and thousands of them live 
on the units of the Central Valley project. 

The policies of the American Farm Bureau Federation were again 
ern: studied, and acted upon at our 39th annual meeting held 
at Chicago in December 1957. At this meeting the voting delegates, 
representing the member State Farm Bureaus, reaflirmed long-exist- 
ing policies of the organization relating to the development of hydro- 
electric power resources. ‘The partic ular policy which has applica- 
tion to the Trinity division states: 

The production, transmission and distribution of power, including the com- 
mercial production of electric power from atomic materials, should be primarily 
a function of private enterprise, either cooperative or noncooperative. The entry 
of the Federal Government into the power business should be restricted to 
those instances where adequate development cannot be had otherwise. 

Public Law 386 of the 84th Congress authorized construction of 
the Trinity division as a Federal project. However, it contained a 
proviso authorizing and directing the Secretary of the Interior to 
make engineering ‘studies and conduct negotiations with any non- 
Federal agency w ‘ith respect to proposals to purchase the falling water. 
The Secretary conducted the studies and negotiations as directed and 
reported to the Congress under date of F ebruar y 12,1957. Since that 
time certain revisions have been made in his report to bring it up to 
date. The Secretary recommended joint development of the water- 
power resources of the Trinity division by the United States and the 
Pacific Gas & Electric Co. We wish to testify in favor of the Secre- 
tary’s recommendation. 

Provisions of Public Law 386 relating to negotiations with non- 
Federal agencies relative to the sale of falling water were called to the 
attention of all agencies and organizations, including preference 
groups. who might “have a possible interest in purchasing use of the 
falling water The Pacific Gas & Electric Co. was the only organiza- 
tion or agency to express an interest in purchasing the f: ling water. 
They proposed an agreement for joint development of the waterpower 
resources of the Trinity division. This committee is well acquainted 
with the agreement which the company proposed. 

We do not pretend to have made a complete engineering analysis of 
this proposal. However, we have, to the best of our ability, analyzed 
the factual data gathered by our staff from technicians and officials of 
the Pacific Gas & Electric Co., the Department of Water Resources 
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of the State of California, the Bureau of Reclamation, and the De- 
partment of the Interior. We have taken the basic data at face value 
because it is our understanding that there are no major differences of 
opinion between the technical staffs of these organizations relative to 
the fundamental data on which the proposed legislation is based. 

Weare glad to see the Trinity division of the Central V alley project 
under construction because we consider it essential to provide much 
needed water for irrigation and other beneficial uses in the Central 
Valley area of California as well as for the production of electric 
energy as a means of financially aiding and assisting irrigation and 
other beneficial uses. 

There is a growing need for additional electric power in northern 
and central California. Peak power demands have more than doubled 
in the area since 1946 and are continuing to increase at the rate of about 
10 percent per year. We believe that this need for additional electric 
power can be most expeditiously met by private development—which 
is prepared to move ahead immediately with construction operations. 

Public Law 386 states that— 

The Secretary of the Interior, acting pursuant to the Federal reclamation 
laws * * * is authorized to construct, operate and maintain, as an addition 


to and an integral part of the Central Valley project, California, the Trinity 
River division * * * 


Since the Trinity division is to be an addition to and an integral part 
of the Central Valley project, and since the legislative proposals 


which the committee is considering relates to the electric power phases 
of the project, reference should be made to the original Central Valley 
Act (50 Stat. 844, 850) for language regarding the role of electric 
power in the Central Valley project. The Congress in passing this 
act laid great stress on the statutory role of electric power for assist- 
ing irrigation and other objectives of the project. To definitely fix 
the place of electric power in this project Congress, after stating the 
primary purpose of the project, went on to say that electric-power 
revenues were to be used “as a means of financially aiding and assist- 
ing such undertakings * * *” 

Because this language so definitely expresses the intent of Congress 
relative to the generation and sale of electric energy in the Central 
Valley project, we believe that one of the important criteria in judging 
the merits of the proposed legislation should be the financial aid which 
joint development of the Trinity division would contribute to the en- 
tire Central Valley project. 

In the proposed agreement for joint development the Pacific Gas 
& Electric Co. proposes to pay to the United States an average pay- 
ment of $4,600,000 annually for use of the falling water. This an- 
nual payment to the United States would be equal to more than $5 
per acre-foot for the water used in power generation—water which 
is not consumed in the process of producing electric energy, but which 
is fully available downstream for sale in the various units of the 
Central Valley project for irrigation purposes. For example, Central 
Valley project water is sold in the San Joaquin Valley for $3.50 per 
acre-foot. 

According to the report of the Secretary of the Interior dated 
February 12, 1957, this schedule would contribute to the Central 
Valley project during the 50-year contract period $165 million more 
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than the Government would receive from Federal development of 
the Trinity division. It is clear that the interest of water users is 
to obtain from Trinity the maximum contribution to Central Valley 
project that the marketability of the power will warrant, and that 
this objective will be furthered by private development. It is, of 
course, recognized that any estimate of this nature may necessarily be 
modified by other developments such as construction of the San Luis 
unit of the Central Valley project. 

The Secretary of the Interior in his letter of February 12, 1957, 
advised the Congress that “under the present Central Valley rate 
structure the Trinity power facilities, if built by the United States, 
would require substantial assistance from other project revenues in 
order to meet repayment requirements.” Why should the users of 
water and power on the various units of the Central Valley project 
be required to pay or help pay for the Federal Trinity powerplants ? 
We believe this would defeat the purposes as declared by Congress 
in enacting the Central Valley Project Act of 1937 

The net “regult i is that, in order to comply with the intent of Congress 
in authorizing the Central Valley project, relating to revenues from 
electric energy “as a means of financially aiding “and assisting” the 
project, it is necessary that joint development of the project be au- 
thorized by the enactment of H. R. 6997, 7407, or 10005. 

Private construction of the electric power facilities at Trinity will 
reduce the Federal capital investment in the Trinity division by about 

5 percent or approximately $55 million, at a time when our Govern- 
ment: is required to maintain for defense purposes the largest peace 
time budget in history. Likewise, it will assure construction of the 
power facilities in the immediate future, while under present budget 
conditions there can be little assurance that Federal appropriations 
will be available for completion of the waterpower facilities. 

We note that the President’s 1959 budget includes $37 million for 
Trinity division construction and that no part of the funds are re- 
quested for power facilities. 

Under joint project development the Pacific Gas & Electric Co. 
will pay local, State, and Federal taxes on the electric-power instal- 
lations, while no taxes would be paid if construction is on an all- 
Federal basis. The company will pay approximately $83 million 
in Federal taxes and $62,600,000 in State and local taxes. 

Considering tax payments to Federal, State, and local governments 
and the increased revenues to the Central Valley project from the 
sale of falling water, joint development of the Trinity division would 
provide additional total revenues of $310 million above all-Federal 
development during the 50-year contract period. 

We recognize that under certain assumptions, the preference cus- 
tomers, most of whom are located in one city, would be required to 
pay more for electric power than under all-Federal construction. 
This additional benefit to a small group of preference customers must 
be compared to the total benefits to be derived from joint develop- 
ment. We believe that the benefits from joint development to farm- 
ers as water users in California and as taxpayers throughout the Na- 
tion far outweigh the subsidy that would be enjoyed chiefly by the 
residents of one city in California. 
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As stated previously, we believe that the production, transmission, 
and distribution of electric power should be primarily a function of 
private enterprise and that the entry of the Federal Government into 
the power business should be restricted to those instances where ade- 
quate development cannot be had otherwise. 

We see no reason for the entry of the Federal Government into 
the power business on the Trinity division of the Central Valley 
project when the Pacific Gas & Electric Co. is ready, willing, and able 
to participate in joint development of the project. To do otherwise 
is to deny the taxpayers of this country and the water users in the 
Central Valley project $310 million of sure revenue and a saving in 
Federal investment of $55 million to provide a minority of electric- 
power users the benefit of alar ge subsidy. 

A great deal of irrigation development remains to be accomplished 
in California. To make such developments a reality, the State will 
need maximum revenues from power to assist irrigation develop- 
ment. The recently published California water plan outlines for 
ultimate construction 270 reservoirs with a total capacity of 60 mil- 
lion acre-feet and hundreds of miles of canals to transport water from 
surplus to areas of deficiency. This program will cost between $12 
billion and $13 billion. In addition, water-resource-development 
projects have been authorized by the Federal Government which will 
cost millions of dollars. Taxpayers and water users cannot be ex- 
pected to supply all of these billions of dollars required for such 
desired developments. Public and private interests must work to- 
gether to provide the funds for these needed developments. Reve- 
nues from the lease of the power privilege to agencies which can sell 
electric power at full market value under State regulations will help 
make possible this gigantic and desperately needed water-conserva- 
tion development. We believe that the Trinity water-power develop- 
ment should be authorized to operate under this type of financing. 

As the Secretary of the Interior said in his report to Congress in 
February, 1957: 

Joint development would provide substantially more funds for potential irriga- 
tion and multipurpose development in the Central Valley project area. This 
means that the power resources of the Trinity River division under joint develop- 
ment would provide the greater benefit to the project area and to the Nation 
as a whole. 

It seems to us that the Secretary’s statement is in complete harmony 
with the situation and that it is clearly in line with policies of the 
American Farm Bureau Federation. 

Mr. Asprnati. Thank you very much. 

The Chair recognizes the gentleman from California, Mr. Engle. 

Mr. Enere. Mr. Andersen, do you know whether or not the Farm 
Bureau in California supported the original Central Valley project? 

Mr. AnperseNn. I cannot answer that, but I have with me Louis 
Rozzoni, who certainly can answer it. 

Mr. Rozzont. Only in part. I do believe we did support the concept 
of the project. 

Mr. Enete. Do you believe that the Central Valley project would 
have been built and operated as it presently is if the same philosophy 
had been —", to all of these powerhouses? 

Mr. Rozzont. I do not know exactly what you mean at this moment. 
Could you tell me in other words what you mean ? 
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Mr. Encie. I mean this: That approximately one-third of the 
power developed at Shasta and Keswick is used to pump water at the 
Delta to run the water into the Delta-Mendota Canal. and the rate 
on that is approximately 214 mills. What I am getting at is, How in 
the world could we have done that if we applied ‘the same philosophy 
involved in this legislation to the whole Central Valley project ! 

Mr. Rozzont. Well, I am not a technician, Mr. Engle, but I know 
that there are other things to be taken in consideration when we talk 
about the price of a kilowatt of energy. I am wondering if we are 
talking about the same thing, using the same yardstick, when a com- 
pany has to pay taxes and the Federal Government does not require 
the same taxation or charge against those kilowatts. 

Mr. Enexe. I am just asking you if you advocate commercial rates 
to Delta project pumping and “it you know whi at that would do to the 
Central Valley project and the farmers of the San Joaquin Valley. 

Mr. Rozzont. The farmers of California, at least those that are 
affiliated with the California Farm Bureau Federation, approximately 
64,000 families, do believe that the Trinity project would give much 
more benefit to the whole of the State than if it was built like the Cen- 
tral Valley project, the Shasta Dam that we have. That is the thinking 
of those people. 

Mr. Eneve. I am sure if they had to pay commercial-power rates 
instead of 214 mills they might feel very differently about it. 

I see, Mr. Anderse n, you refer to certain additional support for ir- 
rigation. It is true, is it not, under irrigation law the irrigators are 
required to pay what they can pay in every project? In other words, 
the irrigators are required in the Central Valley project to pay 
what they -ycan pay. Isthat not true? 

Mr. Anpersen. I have not seen the contract, but if the project is 
built by private enterprise and they can pay toward that $310 million 
or $165 million net more than the Federal Government, of course, that 
would relieve the water users of $165 million and would return it to 
the Government. 

Mr. Encir. Of course, that is where you are mistaken. It would 
not relieve them of $165 million because they have to pay what they 
can pay anyway. 

Do you know that the powerhouses on the Central Valley project and 
the power revenues in the Central Valley project subsidize the irri- 
gators in the San Joaquin Valley? And I think the subsidy runs 
about one-third of the capital costs of the irrigation works. Did you 
know that ? 

Mr. Anpersen. No; I did not know that. 

Mr. Ener. Did you know also that in under all-Federal construe- 
tion of the Trinity, there would still be a surplus in the Central Valley 
project fund of $113 million ? 

Mr. Anpersen. There would be, if my reports are right—and 
I presume they are—there would be in the Trinity River $165 million 
under private above the surplus of the Federal Government. 

Mr. Enctr. I assume, then, you also know that, if we raise the power 
rates in the Central Valley projects nine-tenths of a mill we can have 
precisely the same amount of profit—if that is the objective in the 
selling of Central Valley power, 

Mr. ANpERSEN. Those figures were not made available to us. We 
have the figures that were made available by Reclamation and by 
the services. 
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Mr. Ener. May I ask one more question of Mr. Rozzoni, because 
I know we are hurrying along here. 

Mr. Rozzoni, as a farmer, would you sell your own corn crop and 
then turn around and buy it back at twice the price to feed your own 
hogs? 

Mr. Rozzont. If you put it that way, the answer is obvious. 

Mr. Enete. The answer is “no,” of course. 

Mr. Rozzont. As a businessman, I would not do that. But then I 
am wondering if this is the same thing that we are talking about, be- 
cause we are comparing two different things. One is private enterprise 
that pays taxes, and another is a Federal Government that does not 
have to pay taxes. The question is, How do I make up the difference if 
[ did do the thing that you have said, to sell the corn and buy it back 
at double the price. — 

Mr. Enete. It will — about 180,000 kilowatts to make the 
power exchange for the San Luis pumps, it will require about 28,000 
or 30,000 kilowatts to pump Trinity water, and Trinity County has a 
reservation of about 25,000 kilowatts. When you add it all up and 
throw in the Federal installations, there is not anything left, is there # 
And if the P. G. & E. gets the powerhouses, then the Government has 
to turn around and buy that power some place else at twice the price. 

Mr. Rozzont. Mr. Engle, I am sure that I do not know all the an- 
swers. We do have in the State a number of people who have studied 
this at considerable length over many years. 

I would like to say that, in the case of the power costs, the P. G. & E., 
I am given to understand, not only will use the power that was pro- 
duced from the Trinity Dam but it will produce it in conjunction 
with other facilities they have in generating power, therefore making 
power more firm, power to the consumer. 

But there is another thing that this Trinity project would do, and I 
am sure you are aware of it. We would have preferential customers, 
and we do have that in part of the State, where a farmer across the 
line from another does pay a different rate. If this power was to be 
in sufficient amount to serve every customer in the State on an equal 
basis, there would be equity, maybe, in the distribution by either the 
P. G. & E. or the Federal Government, because all of them would 
have the same rate. But in this particular case, where there is pref- 
erential customers, then I am forced because I am just outside of a 
preferential district to pay a higher price for the power that I use, 
and that puts me in very much of a dilemma inasfar as my competitive 
situation is concerned, because I am competing with my fellow farmer 
that raises the same crop. 

Mr. Enatr. Does it not stand to reason, though, that if the Federal 
Government needs this power to run its own pumps in its own water 
project in California and for Federal installations, excluding for the 
moment, in other rar customers, if Pacific Gas & Electric Co. 
takes this power the Government installations will have to go get 
that power from some place else: mainly, they will have to buy it from 
the Pacific Gas & Electric Co. at twice the rate. Does not that follow ? 

Mr. Asprnauy. The gentleman from Pennsylvania, Mr. Saylor. 

Mr. Dawson. Will the gentleman yield to me? 

Mr. Enate. I will in a minute, and then I will yield the floor. I 
just want his comment on it, if he will. 

Mr. Rozzont. I will be glad to comment. 
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Mr. Enere. If you make those assumptions. 

Mr. Rozzont. Of course, we have a public utility commission in the 
State. We do attend many of the meetings, and we understand that 
the rates are set by the public utility commission as part of the branch 
of the State government. We understand that the P. G. & E., if it 
made any money, or money over and above what they are entitled to 
form the investment they have made—that rate is lowered. If that is 
true, and I believe it is, what difference does it make? The money 
will go back to the Federal Government. 

I understand that California pays $6.5 billion into the coffers of 
the United States Government. So it is just a question of transfer of 
money. That is my concept. 

Mr. Dawson. Now will the gentleman yield ¢ 

Mr. Enete. Yes. 

Mr. Dawson. Am I correct in my assumption that under the pro- 
visions of the contract with the P. G. & E. they are not permitted to 
make any profit over and above the charge which the Government 
makes to them for falling water? In other words, they sell that power 

back to the Government at the same price they pay for it, without 
adding any profit. In other words, they charge in the cost of falling 
water and that is all? 

Mr. Enete. That is not correct. 

Mr. Sayruor. Point out where it is not. 

Mr. Enatr. They say they are going to pay $65 million in Federal 
taxes. If they pay taxes, they pay on profits, do they not? I do not 
know any place else they pay it. 

I yield the floor. 

Mr. Asprnauu. The Chair recognizes the gentleman from Nebraska, 
Dr. Miller. 

Dr. Mituer. I have no questions. 

Mr. Asprnaui. The gentlewoman from Idaho, Mrs. Pfost, 

Mrs. Prost. No questions, Mr. Chairman. 

Mr. Asprnatu. The gentleman from Pennsylvania, Mrs. Saylor. 

Mr. Saytor. I have no questions. 

Mr. Asprnatn. The gentleman from Florida, Mr. Haley. 

Mr. Harry. Mr. Rozzoni, you probably are disturbed, just like a 
great many people in this country, as to where we are going to stop 

as a government in subsidizing these projects, are you not ! 1 

Mr. Rozzont. I am not disturbed—— 

Mr. Haury. In other words—— 

Mr. Rozzont. I understand what you said, sir. I am not disturbed 
when it comes to dollars, as long as they do not interfere too much 
with the ability of earning. A man can get along with more or less. 
We are very flexible in that. But when it comes to an unknown 
philosophy as to where we are going, that is the thing that bothers 
many of us. 

If California was intended to be used as a guinea pig in the de- 
veloping of water for irrigating—let’s say as a guinea pig to find out 
if the Federal Government socialized power or water would be in the 
hest interest of the Nation eventually, if that is the case, we ought to 
know it. If it is not, then we should treat the Trinity River or any 
other project on its own merits. By the testimony that was given 
here which comes from our own interpretation, our own staff, we say 
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that this type of a project should be given to private enterprise be- 
cause that is what we believe in. 

Mr. Harry. The Pacific Gas & Electric Co. out there is regulated 
under a Government agency, is it not, and allowed to earn so much 
money on the investment? Is that correct ? 

Mr. Rozzont. That isthe way I understand it; yes. 

Mr. Harry. So if they earn more than that, the Government takes 
it: and, therefore, we have some revenue to continue to support the 
functions of the Government. Is that not correct ? 

Mr. Rozzont. That is what they tell me, and I think that is true. 

Mr. Ener. Will the gentleman yield ? 

Mr. Harry. Yes. 

Mr. Ener. What they do, they are allowed to earn a certain amount 
on their invested capital, and after they have earned that, if they make 
excess rates, I think they would say they would be required to reduce 
the rates rather than pay the Federal Government. 

Mr. Harry. It all comes out, it meets somewhere in the final analysis, 
does it not? In other words, if these people, the P. G. & E., earn more 
than the Government allows them, it is taken away from them in 
taxes, and therefore it is coming in the General Treasury of the Fed- 
eral Government. Is that not correct ? 

Mr. Rozzont. I do not see there is any difference between that and 
we private operators. When we have a profit and we are truthful 
with our reports to Uncle Sam, we pay income tax. 

Mr. Hater. That is correct. What you are saying is merely that 
you are for individual initiative and private enterprise, the thing that 
has made us a great Nation. Is that correct ? 

Mr. Rozzont. That is what I found when I came here in 1913, and 
it has been growing since. 

Mr. Harey. That is what the gentleman from Florida is for: he is 
for private enterprise. 

I think that is all, Mr. Chairman. 

Mr. Asprnati. The gentleman from Utah, Mr. Dawson. 

Mr. Dawson. I just want to commend the witnesses for a most forth- 
right statement, and I am in agreement with their general philosophy. 

Mr. Rozzont. Thank you. 

Mr. Asprnatn. The gentleman from Oklahoma, Mr. Edmondson. 

Mr. Epaonpson. I think the gentlemen have made fine statements 
also. I would like to ask them, do you have REA’s in the area in 
which your California Farm Bureau Federation operates / 

Mr. Rozzont. We have a little; yes. 

Mr. Epmonpson. Do you believe that the REA’s should have prefer- 
ence rights to power that is produced on installations where the Gov- 
ernment produces power ? 

Mr. Rozzont. We have a philosophy that cooperatives should be 
given an opportunity. 

Mr. Epmonpson. Do vou think they should have a preference ? 

Mr. Rozzont. It all depends on what we mean by “preference.” If 
it is preference within certain allowable rates; yes. It has been done 
so in California. 

As I said, to a limited amount, because the biggest thing that hap- 
pened in California was that as soon as the development came about 
with power, power was made available to most of the Californians 
long before the REA came into existence. 
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Mr. EpmMonpson. You did not have a power vacuum on the farms 
in California at any time ¢ 

Mr. Rozzont. 1 would not say that. They have had; yes. 

Mr. EpmMonpson. If your statement on page 2 were restated to read: 
“The production and transmission and distribution of irrigation water 
should be primarily a function of private enterprise, either coopera- 
tive or noncooperative,” would you go along with that / 

Mr. Rozzont. I would have to weigh that a little bit, because I just 
do not know. This is lifting a sentence out of something there, and 
1 do not know what the sentence came out of. 

Mr. Epmonpson. I am just applying your principle on power to ir- 
rigation water and asking you if you would go along with the same 
principle and philosophy on irrigation water ‘that you go along with 
on power. 

Mr. Rozzont. Yes, definitely. 

Mr. EpmMonpson. And you think the provision of irrigation water 
and storage of irrigation water should be primarily a function of 
private enterprise / 

Mr. Rozzont. Yes, yes. I feel that there is a place where a farmer 
needs water, just like he may need tools or land, but he needs some 
help at times. We go to banks, as farmers, directly, or to our own 
cooperatives for credit. We believe that the role of the Federal Gov- 
ernment could be that of the banker, with all the ability of supervi- 
sion of the loan to see that it is properly managed. TI believe that is 
the way I would look at the role of the Federal Government in any- 
thing, be it power or water. 

Mr. EpMonpson. Do you know what percentage of your storage or 
irrigation in ¢ psa ‘has been provided by private enterprise ? 

Mr. Rozzont. I do not know in actual cubie feet or acres, but when 
you look around at all of these dams that have been built, I think 
that most of the development has been made by private capital. 
Most of it. 

Mr. Epmonpson. I am glad to see that you are consistent in your 
position, and you are consistent in your position, 

I have no further questions. 

Mr. Asprnati. The gentleman from Washington, Mr. Westland. 

Mr. Westrianp. I have no questions. 

Mr. Asprnaty. The Delegate from Hawaii, Mr. Burns. 

Mr. Burns. No questions. 

Mr. Asprnatu. The gentleman from Arizona, Mr. Rhodes. 

Mr. Ruopes. I just want to compliment both gentlemen for a fine 
statement. 

Mr. Asprnati. The gentleman from North Carolina, Mr. Shuford. 

Mr. Suvrorp. No questions. 

Mr. AsprnatuThe gentleman from Colorado, Mr. Chenoweth. 

Mr. Curnowern. 1 merely want to say that 1 am happy to see Mr. 
Andersen here from Colorado. He is recognized as one of the out- 
standing farm leaders of our State. 

As IT understand it, the American Farm Bureau Federation took the 
matter up at your Chicago convention. 

Mr. Anpersen. That is right, and the reason I am testifying is that 
[ was chairman of that committee. 

Mr. Cuenowetn. So you had full and complete discussion of this 

subject / 
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Mr. AnpersEN. That is right. 

Mr. CuHenowetu. And the decision was reached to support the 
Secretary on this legislation ? 

Mr. AnpverseN. That is right; our position is to support the Secre- 
tary. 

Mr. CuenowerH. Was this a unanimous decision or was there a 
conflict of opinion among the members of the Farm Bureau ? 

Mr. Anpersen. I cannot remember any conflict. But it would be 
unusual with all those members if a conflict did not exist. 

Mr. CuEenoweri. And this was a resolution presented to the con- 
vention ¢ 

Mr. ANDERSEN. Yes. 

Mr. CHENoweErH. And you were chairman of the committee ? 

Mr. AnversEn. That is right. 

Mr. Cuenowetu. That is all. Thank you, Mr. Anderson. 

Mr. Asprnatu. The gentleman from California, Mr. Sisk. 

Mr. Sisk. No questions. 

Mr. Asprnati. The gentleman from California, Mr. Utt. 

Mr. Urr. I have no questions, Mr. Chairman, but I do want to wel- 
come Mr. Rozzoni here, a fellow Californian. I appreciate the testi- 
mony he has given. 

I have no questions. 

Mr. Asprnatyi. The gentleman from Wyoming, Mr. Thomson. 

Mr. Tuomson. I would like to express my pleasure at seeing Mr. 
Andersen here. I would like to also ask a question about the policw 
expressed at the bottom of page 4 and page 5 with regard to reclama- 
tion. Do I understand the policy of the Farm Bureau, to trace the 
reclamation development—and if I make a mistake, I hope somebody 
corrects me—at the turn of the century when we went into reclama- 
tion it was to irrigate arid lands of the 17 western reclamation States, 
and then power revenues came along as an assist to reclamation and 
an adjunct to that, not the basic purpose of reclamation ¢ 

Mr. AnpersEN. That is right; that is my understanding under the 
basic law of 1906, and there are several succeeding laws. I believe 
there are five acts of Congress that express that purpose, and we be- 
lieve that is the purpose of the power assist. 

Mr. Tuomson. Just to keep the record straight—I have been doing 
a little homework in trying to familiarize myself with this—I under- 
stand the statement was made that as an all-Federal project there was 
still going to be $113 million left in the bank of the Central Valley 
project for further assistance to reclamation. That is the statement 
that was made. But in my reading of the Secretary’s report, it would 
indicate if it is joint development—and I might point out both of 
these are without San Luis, which we had under consideration last 
week—there would be $279 million left in the bank of Central Valley 
for the further development which Mr. Rozzoni spoke of as needed. 

Mr. AnpersEN. That is our information, and the figures are here 
in the material furnished us by Reclamation and the other divisions 
of Government. The material here said there will be $113 million 
surplus with all-Federal development and joint development would 
leave $279 million surplus, which is $165 million more than if it were 
all-Federal. That is according to these figures, and we presume they 
are right. 
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Mr. Tuomson. I understand, further, if this San Luis project, which 
is another irrigation project for Central Valley, is built, that the bank 
account would shrink under all-Federal development to about a little 
more than $39 million instead of $113 million. 

Mr. Anpversen. There is some shrinkage there. We do not have 
those figures. 

Mr. THomson. And if it is a joint development with San Luis de- 
veloped, if we do authorize and construct it, there would be $163 mil- 
lion left in the Central Valley Bank for further assist to irrigation. 
I do not think you have that figure. 

Mr. AnpDERSEN. No; we do not have that figure. 

Mr. THomson. You are following the basic concept of the reclama- 
tion law that these power revenues are to assist irrigation, and that 
they should be left in that bank account, because if they are not there, 
we are going to have to find some other assist for reclamation. Is 
that your philosophy ? 

Mr. Anpersen. That is right, that is our philosophy. 

Mr. Tuomson. It also shows in the report there would be some loss 
of revenues, as far as the preference customer is concerned, if this is a 
partnership. I mean an extra expense of some $150 million or less. 
When Shasta and Folsom and Keswick were built they were built 
under the reclamation law that their excess power revenue should 
go to assist reclamation. Is that your understanding? 

Mr. ANpersEN. I do not have information on that as far back as 
that. 

Mr. THomson. That was my understanding. 

Mr. ANDERSEN. Yes. 

Mr. Tuomson. This loss, as I view it, or the way I am thinking 
about it now, to the preference customer because he pays the higher 
rate, would be made up, if this is an all-Federal project on Trinity, by 
taking these excess power revenues from Shasta and Folsom and Kes- 
wick and making them available instead of to assist reclamation to 
pay off part of the cost of power of the Trinity project. And that 
would not be carrying out this philosophy of reclamation to which you 
subscribe, would it, because it would be diverting these power revenues 
from other dams from assist to reclamation, irrigation, over to assist 
‘to power on the Trinity ? 

Mr. Anpersen. Our philosophy is that, if this is done, it will be 
an assist to the users of the power. In other words, the preference 
will lower their rates at the expense of someone else. There is a cer- 
tain cost there, and regardless, someone has to pay the cost. 

Mr. THomson. It would be robbing the bank that goes to assist irri- 
gation in Mr. Rozzoni’s area? 

Mr. Anpersen. That is right. 

Mr. TuHomson. I was also interested in your reflections upon the 
budget. Since I am a member from a reclamation State, I have a recap 
of the budget request. In that recap there is $123 million requested 
for construction throughout the 17 States that are reclamation States. 
Of that, 52.6 million, or over a third, and closer to a half, goes to the 
State of California. Of that, $39,715,000 goes to the Trinity division. 
Now, you are from Colorado, I am from Wyoming, and we have peo- 
ple here from Utah and New Mexico. With budget limitations, as I 
see it, it is your philosophy if we do not do some things like this part- 
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nership, there is not going to be enough money available through 
appropr iations to build the Colorado River project or others in other 
States and areas. Is that right? 

Mr. Anpersen. As a Farm Bureau man, we try not to get into sec- 
tional arguments. We try to look at what will be the best good for 
the Nation, for reclamation, and for the irrigation people generally. 
So far in the Farm Bureau we have tried to avoid any State or local 
arguments, and I hope we can continue. 

Mr. Tuomson. I represent Wyoming particularly, and the country 
generally, and here is one State getting better than a third of the total 
budget—one project is getting better than a third of the total budget. 

Mr. Enotes. The Trinity, of course, is going full blast under con- 
struction, with some $27 million appropriated. But I suspect when 
the upper Colorado gets going full blast and into construction phases 
that the emphasis will very substantially shift, and that there will be 
very heavy commitments of money to construction of the upper 
Colorado project. 

Mr. Tuomson. I hope you are right. 

Mr. Encte. In the early stages on Glen Canyon, they cannot spend 
that much money, but later on when they get really going and rolling, 
in order to construct at an efficient rate, they will have to have large 
ree otherwise the project cannot proceed efficiently. So 

California will be out of business pretty much, I suppose, as far as 
Trinity is concerned, and the upper Colorado will be in. 

Mr. Tomson. I do not mean to bring that up as to specific projects. 
I hope the gentleman is correct. The only thing I mentioned it for is, 
whether it is in Wyoming or in California, we have got to take into 
account and take advantage of various opportunities that occur as 
well, if we are going to get our overall development accomplished. 

Mr. Asprnatyi. The gentleman from Nebraska, Mr. Weaver. 

Mr. Weaver. I have no questions. 

Mr. Asprnatu. Thank you very much, Mr. Andersen and Mr. Roz- 
zoni, for your appearance here today. 

Mr. Anpersen. We want to thank the committee for their patience 
with us. 

Mr. Asprnauty. Mr. Utt, will vou call the next witness ? 

Mr. Urr. I would like to call at this time, Mr. Gerdes, executive vice 
president of the Pacific Gas & Electric Co., together with technical 
advisers who will identify themselves around the table. 

Mr. Aspinatu. Mr. Gerdes, we are pleased to have you before the 
committee with your companions, who will accompany you at the table. 





STATEMENT OF ROBERT H. GERDES, EXECUTIVE VICE PRESIDENT, 
PACIFIC GAS & ELECTRIC C0.; ACCOMPANIED BY WALTER 
DREYER, VICE PRESIDENT AND CHIEF ENGINEER; JOHN F. 
BONNER, ENGINEER; WILLIAM B. KUDER, ATTORNEY; AND 
JOHN F. ROBERTS, RATE ENGINEER 


Mr. Gerpes. Mr. Chairman and members of the committe, my name 
is Robert H. Gerdes. I am executive vice president and a director of 
Pacific Gas & Electric Co. 
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I have present with me Mr. Walter Dreyer, vice president and chief 
engineer for the company; Mr. William Kuder, attorney; Mr. John 
Bonner, engineer; and Mr. John Roberts, rate engineer. 

Mr. Chairman, I have a prepared statement which I desire to pre- 
sent. It should take about 15 to 20 minutes for me to go over it. I 
think it will save time if I am permitted to complete my statement, 
and then I will, of course, be glad to answer any questions that the 
committee members may have. 

Mr. Enexr. Mr. Chairman, I ask unanimous consent that be done. 

Mr. AsPINnaLL. Just a minute. 

May the Chair inquire whether or not you wish to read all of your 
statement? Is that your desire? 

Mr. Grerpes. Yes. We have endeavored to cut down the length of 
this statement and—— 

Mr. Asprnaty. That is all right. You do not need toanswer. I just 
wanted to know whether the gentleman’s request was in order. 

Unless there is an objection, the request will be granted. 

Dr. Miter. A parliamentary inquiry. Does that include the sup- 
plementary statement? 

Mr. Gerves. Yes, there is a supplement I have added today, only 
2 pages, that I prepared in view of a question that was raised by 
one of the members of this committee. 

Mr. Chairman 

Mr. Asprnatu. Just a minute, please. Is there any objection? 

Mr. Hatey. Reserving the right to object. 

Mr. Asrrnatt. The gentleman will state his reservation. 

Mr. Harry. Does the gentleman feel it is necessary to read the list 
of organizations you have on attached pages 1, 2, 3, 4, 5, 6, 7, 8, and 9? 

Mr. Gerpves. Mr. Haley, I have no intention of reading that 
attachment. 

Mr. Harry. I withdraw my reservation. 

Mr. Asprnatx. Without objection, the request is granted. 

You may proceed, Mr. Gerdes. 

Mr. Gerves. Mr. Chairman, 3 years ago we appeared before your 
committee at a hearing on H. R. 4663, a bill to authorize the Secretary 
of the Interior to construct the Trinity River division of the Central 
Valley project in California. We offered to build the Trinity power 
facilities at our expense and to pay the United States for use of the 
falling water made available by the Government dams. 

This cooperative development. would provide the Trinity project 
maximum value from byproduct electric power; it would reduce the 
Federal outlay on the Trinity by 25 percent; it would create $310 
million in public benefits otherwise not available. Trinity power 
would be marketed over the company’s system, which serves more 
than 6 million people in northern and central California, and sold 
at rates fixed by the State. This cooperative arrangement would 
make the Trinity division an asset of the Centra] Valley project in- 
stead of a liability under all-Federal development. ' 

The $310 million gained through joint development can be used to 
reduce the cost of water, to lessen the burden on taxpayers, and to 
oak finance other urgently needed water conservation projects in 

alifornia. | 
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As a result of our offer, your committee amended the bill, which 
became the Trinity authorizing act, to direct the Secretary to ‘negoti- 
ate with any non-Federal agency for the purchase of Trinity falling 
water and to submit to Congress for its approval any agreement that 
might be reached. 


PROPOSED TRINITY AGREEMENTS 


Pacific Gas & Electric Co. was the only agency which offered to 
enter into such an agreement. After more than a year of studies 
and negotiations, representatives of the company and region 2 of the 
Bureau of Reclamation prepared a proposed agreement for com- 
pany purchase of the use of Trinity falling water. They also drafted 
amendments to existing Central Valley project contracts between the 
company and the United States for sale and interchange of power 
and for transmission and exchange service. Execution of these 
amendments is contingent upon execution of the falling water agree- 
ment. These proposed contracts are contained in House Document 
94, which is now before your committee. They provide for the co- 
ordinated operation of the electric systems of the Central Valley 
project and the company. This coordination will best serve the power 
needs of the area within the limits of the water made available by 
Federal operation of the project for its primary purposes of river 
regulation, improvement of navigation, flood control, and supply 
of water for irrigation and domestic uses. Under these proposals: 

1. The company would construct the Trinity powerplants at its 
own expense and operate them under Federal license for 50 years, 
subject to recapture by the United States at the end of that period 
in socardance with the Federal Power Act. 

The company would make an average annual payment to the 
United States of $4,617,000 for the use “of Trinity falling water. 
We estimate this to be the fair value based on the cost of alternative 
steam power. This payment would amount to $5.33 per acre-foot of 
water which, after it turned the turbines, would be sold again by 
the Bureau for $2.75 per acre-foot for irrigation under the Sac- 
ramento canals unit of the Central Valley project. 

3. The company would extend its existing power sale and inter- 
change contract with the United States to coincide with the cur- 
rent Central Valley project repayment period, which terminates in 
the year 2013. The present contract expires in 1961. Under this 
proposal, the Government would be assured of support from com- 
pany plants during that entire period for 450,000 kilowatts of project 
power. This would give project power its greatest value and enable 
the Bureau to sell its maximum commercial capacity on a depend- 
able basis to Federal and preference agencies. 

4. The company would furnish off-peak energy on an exchange 
basis to enable the Bureau to operate Central Valley project pumps, 
eee those of the proposed San Luis unit, at minimum cost. 

The company would allow the United States to use the com- 
pa uny y’s transmission facilities to serve Federal and preference agencies 
and project pumping plants, including those of the proposed San 
Luis unit. The company’s charge would be less than the cost to the 
Government of constructing a tax-free transmission system. 
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$310 MILLION PUBLIC BENEFITS 


Company construction of the Trinity power facilities with private 
capital would provide an immediate saving to the Federal Treasury 
of $56 million in the project construction cost. This is 25 percent of 
the estimated cost of the entire project. 

Operation of the Trinity power facilities by the company would 
furnish $310 million in benefits to taxpayers and water users during 
the project repayment period. 

None of these financial benefits would be available from an all- 
Federal project. They are: 

1. $165 million more net revenue to the Central Valley project from 
falling water and savings in the cost of power operation. 

2. $145,600,000 new tax revenues. Federal taxes on the company’s 
operation would total $83 million. Ownership of the Trinity power 
facilities by the company also would provide $62,600,000 in taxes for 
the support of State, county, and local governments in California. 

In Trinity County more than 70 percent of the land is owned by 
the Federal Government and is tax exempt. Company ownership of 
the Trinity power facilities would more than double its present tax 
payments in that county. Our total payments would be nearly $400,- 
000 a year, or more than 40 percent of the total taxes levied by Trinity 
County. Our annual payments in Shasta County would increase to 
over $3,170,000, which is more than one-half of the county’s total 
tax levy. 

Taxes are the largest single item of cost in supplying service to 
the company’s customers. The company’s total tax bill for 1957 
amounted to more than $128 million, of which over $64 million was 
for the Federal Government and over $63 million for State and local 
governments. ‘Taxes charged to income represented 24.6 percent of 
the company’s gross operating revenues. They exceeded wages and 
salaries paid to all operating employees by more than $61 million 
and exceeded by more than $63 million the dividends declared for 
the year 1957 to the 225,487 stockholders who own the company. 


NO ADDITIONAL COST TO COMPANY CUSTOMERS 


The company would distribute Trinity power, without discrimina- 
tion, to more than 6 million people throughout northern and central 
California. The power would be sold to the company’s customers 
at rates established by the California Public Utilities Commission. 
The rates, financing, and operation of public utilities have been con- 
tinuously and effectively regulated by the commission since 1914. 
Under such regulation, company payments for Trinity falling water 
would be entered on its books as an operating expense, the same as 
the cost of wages or materials. The company can make no profit on 
the falling water it purchases. All it is allowed is a fair return on 
its own investment in facilities used and useful in service to the pub- 
lic. Any benefits from purchase of falling water must be passed on 
to customers in the form of lower electric rates. 

The $310 million benefit to Federal, State, and local governments 
from Trinity joint development would place no additional burden on 
the company’s customers. The company’s proposed payments for 
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falling water at the Trinity plants were based on the cost of generat- 
ing power in a modern steam plant of equivalent capacity located at 
load center in the San Francisco Bay area. This cost was applied to 
the output of the Trinity plants to obtain the gross value of Trinity 
power. From this value were deducted the costs to the company of 
producing Trinity power and transmitting it to the load center, leav- 
Ing a net available for payments for falling water. Consequently, the 
cost of Trinity power to the company and the cost to its customers 
would be no higher than for power from an alternative steam plant 
which the company must construct if it does not build the Trinity 
plants. 

Trinity power would be sold by the company at the lowest possible 
rates consistent with sound business principles. 

Under Federal construction and operation, Trinity power, although 
generated at public expense, would not be available to the general 
public. It would be sold by the Bureau at Central Valley project 
power rates to some Federal establishments and to preference agencies 
which serve fewer than 7 percent of the people in northern and central 
California. 

We submit that Congress should not deny the Federal Government 
millions of dollars in project revenues and also prevent State and 
local governments from receiving additional millions in taxes merely 
to furnish power to a favored few at subsidized and tax-free rates. 


FEDERAL-LOCAL COOPERATION ESTABLISHED POLICY OF CONGRESS 


Approval of Trinity joint development would follow the policy, 
established by Congress more than 50 years ago, of leasing to non- 
Federal agencies the falling water made available by Federal reclama- 
tion projects. 

That policy is laid down in the Reclamation Acts of 1906, 1911, and 
1939, and in the Federal Water Power Act of 1920 as amended in 1935. 

None of these acts, and no provision in reclamation law, requires 
the Government to construct powerplants merely to serve preferred 
customers. 

All these acts provide for the lease of power privileges to non- 
Federal agencies, such as that proposed in the Trinity development. 
Preference in such leases is given to public bodies. 

Under the Federal Water Power Act of 1920, a private agency 
may receive a Federal license to develop power at “any Government 
dam” unless a preference agency comes forward with an offer equally 
well adapted to conserve the water resources of the region. 

In the Secretary’s report to Congress on his proposal for Trinity 
joint development he stated : 

I am assured by the Commissioner of Reclamation that ample opportunity was 
given to all prospective preference and nonpreference purchasers. It is my 
understanding that only the Pacific Gas & Electric Co. indicated any desire ta 
purchase Trinity falling water (H. Doc. 94, p. 2). 


Preference customers were given ample opportunity and none ad- 
vanced any proposal to purchase Trinity falling water. Thus, all the 
preference requirements of reclamation law have been met. 

Congress, at its own direction, now has the Secretary’s proposed 
agreements before it and can approve joint development of the Trinity 
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completely within the letter and the scope of the historic preference 
policy of Congress. 

Moreover, by accepting the Secretary’s recommendation Congress 
would follow its long established policy of leasing power priv ileges to 
non-Federal agencies. Under this policy, at least 26 local power 
developments were authorized at Federal reclamation, navigation, and 
flood-control dams between 1908 and 1953. They were located in 13 
different States. 

I may say there that the chairman mentioned at the start of the 
hearing that such a project was located in his district. 

The local agencies included 14 public bodies, 10 private utilities, and 
2 industrial users. The record shows that this has been a bipartisan 
program. Of these authorized joint developments, 12 were under- 
taken during Republican administrations and 14 during Democratic 
administrations. 


COMPANY COOPERATES IN CALIFORNIA WATER DEVELOPMENT 


Cooperation in water resources development is not new in California. 
For more than 30 years our company has contributed to water con- 
servation, directly and indirectly. 

Nearly a million and a half acre-feet of storage capacity in 57 reser- 
voirs owned by the company helps to control floods and supply water 
for irrigation and domestic use as well as for generation of hydroelec- 
tric power. 

In addition to developing and storing water in connection with our 
own hydroelectric developments, we have followed a policy of coop- 

ration which has aided financially the public water conservation proj- 
a of the Federal Government, local irrigation districts, cities, and 
other government agencies. We fully support the construction of 
sound reclamation and flood-control projects. 

Electric power produced as a byproduct of water projects operated 
primarily for other purposes has its greatest value when coordinated 
with a regional power system such as that of Pacific Gas & Electric 
Co. Our system interconnects 58 hydro and 14 steam electric plants 
owned by the company and the plants of 9 other producing agencies. 
Twenty-three of our hydroelectric plants are located within an 85-mile 

radius of the Trinity project. Within this area we have installed more 
than 800,000 kilowatts. In addition, in the same area we are building 
or have under application to the Federal Power Commission seven 
more plants with a total installed capacity of more than 700,000 kilo- 
watts. 

Under joint development programs similar to that proposed on the 
Trinity, we have constructed power facilities and pay for the use of 
falling water. Examples are the Narrows Dam built by the United 
States Army Engineers on the Yuba River, and the Melones Dam of 
the Oakdale and South San Joaquin irrigation districts on the Stanis- 
laus River. The revenues obtained by. these public agencies from 
falling water purchased by the company have contributed substan- 
tially ‘toward repayment of the cost of their water conservation works. 

The most recent example of such cooperation is the Tri-Dam project 
of the Oakdale and South San Joaquin irrigation districts. The 
company buys power gener: ated by plants built by the districts at their 
Donnells, Beardsley , and Tulloch Dams on the Stanislaus River and 
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also pays for the use of falling water made available by these publicly 
owned dams to produce Se in two company plants. The presidents 
of these districts recently declared in a joint statement: 

As a result of this system of financing, additional water will be delivered to 
the ditch without cost to the landowners of the districts. 

We have created a $52 million project without one cent of Federal or State 


aid and without any economic risk to our taxpayers in the repayment of bonds 
and interest and for maintenance and operations. 


JOINT DEVELOPMENT IN PUBLIC INTEREST 


Acceptance of our offer of cooperation in the development of the 
Trinity water resources will reduce Federal expenditures and also 
will mean maximum power revenues to aid water development in 
California, minimum cost of water for irrigation, and lowest taxes 
for taxpayers ¢ generally. 

Since our offer was made public in February 1955, more than 230 
organizations throughout California have actively supported such 
cooperation between the Federal Government and local private enter- 
oe. Since publication of the Secretary’s report last February, at 

ast 80 daily and weekly newspapers and magazines have given edi- 
torial support to his recommendation for joint development of the 
Trinity. A list of these or ganizations and publications, most of which 
are located 3 in the company’s service area, is attached to this statement. 

California needs maximum revenues from power to assist irrigation 
development. The California water plan submitted by the State 
department of water resources to the legislature calls for the ultimate 
construction of 376 new reservoirs, with a total capacity of 77 million 
acre-feet, and hundreds of miles of canals to transport water from 
areas of surplus to areas of deficiency. The proposed storage capacity 
is nearly four times that now built or under construction. This pro- 
gram eventually will be required to supply over 40 million acre-feet 
of water a year for irrigation. It is now estimated to cost $12 
billion. 

The Federal Government already has spent more than $1 billion on 
water-resources development in California. Another $650 million will 
be required to complete presently authorized Federal water projects. 

The State director of water resources declared at a hearing before 
a committee of the legislature on August 26, 1957, that during the 
past decade the average annual expenditure by the Federal Govern- 
ment on California water projects has been $70 million, and that of 
local agencies $30 million. He pointed out that this $100 million 
annual investment is— 


* * * not bridging the gap that exists between what needs to be done and what 
is being done. In this regard, we believe, based upon the record of appropria- 
tions by the Congress and upon well-informed opinion, that the Federal Govern- 
ment cannot be expected to “pour” enough money into California to close this 
gap. This view is concurred in by members of our congressional delegation. 


Commissioner of Reclamation Dexheimer pointed out in an address 
at Chautauqua, N. Y., last July 10: 


The people and the Congress for over 50 years have consistently approved 
development and use of water. They are willing to help pay irrigation costs 
with their power bills. 

ae ao B * * * a 


Local groups, public and private agencies, and States must provide financing. 
The Federal Government will do its full share but you should remember the 
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Federal dollar is your dollar. A “gift” of Federal funds represents only your 
funds with a charge for gift wrapping. 


Whenever possible, additional funds for water development must 
come from the cooperation of local public and private enterprise with 
the Federal and State governments in joint developments such as 
tnat here proposed for the Trinity River, 

As a California corporation we believe that the revenues to the 
Federal Treasury from taxes, falling water payments and savings in 
Central Valley project costs under joint development should be ear- 
marked by Congress for water conservation in California. These 
funds totaling more than $200 million, made available to the United 
States by 93 percent of the power users in northern and central Cali- 
fornia, would materially aid development under the California water 
plan for the benefit of the entire State. 


COMPANY SUPPORTS H. R. 6997, H. R. 7407, AND H. R. 10005 


H. R. 6997, H. R. 7407 and H. R. 10005, identical bills now before 
you, would authorize Trinity joint development— 


* * * “to reduce expenditures of the United States, to increase revenues of the 
United States,” and “to encourage the most widespread use of the power 
generated at the lowest possible rates to consumers consistent with sound 
business principles, * * *,” 


These purposes can be accomplished by performance under the 
agreements prepared by the company and the Bureau which the Secre- 
tary has recommended for approval by Congress in his report con- 
tained in House Document 94. 

Pacific Gas & Electric Co. supports this proposed legislation and 
urges this committee to recommend that one of these bills be enacted. 

Mr. Asprnati. Unless there is an objection, the list of supporters 
will be printed at this place in the hearing. 

Hearing no objection, it is so ordered, and you may proceed with 
your supplemental statement. 

(The list of organizations follows :) 


TRINITY RIVER PROJECT 


The following California organizations have formally endorsed construction 
of Trinity power facilities by local enterprise in partnership with the Federal 
Government. 

This list includes statewide farm and business organizations, farm organiza- 
tions, labor unions, taxpayers associations, boards of supervisors, city councils, 
local civic organizations, business groups, and others. 


Agricultural Council of California 

Associated Farmers of California, Inc. 

California Farm Bureau Federation 

California Federation of Women’s Clubs, State convention at Coronado 

California State Chamber of Commerce 

California Taxpayers’ Association 

California Young Republicans 

Citizens Committee for the Hoover Report 

National Electrical Contractors Association : 

Districts 6-8-9 comprising States of California, Colorado, Idaho, Montana, 
Nevada, Oregon, Utah, Washington and Territory of Alaska, assembled in 
Portland, Oreg. 

Intercounty chambers of commerce of northern California, representing 17 
chambers of commerce including Shasta, Trinity, and four other northern 
California counties 

Amador County Farm Bureau 
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Arboga Farm Bureau Center 

Banta-Carbona Irrigation District 

Byron Bethany Irrigation District 

Calaveras County Farm Bureau 

Colusa County Farm Bureau 

East Contra Costa Irrigation District 

Fall River Grange 

Lake County. Farm Bureau 

Lake Mountain Grange 

Linda Farm Center 

Live Oak Farm Bureau Center 

Mendocino County Farm Bureau 

Mount Pleasant Farm Bureau 

North Fork Grange 

Nuestro Farm Bureau Center 

Oakdale Farm Bureau Center 

Oakdale Irrigation District 

Plainview Irrigation District 

San Benito County Farm Bureau directors 

San Joaquin Farm Bureau 

Sonoma Valley Soil Conservation District 

South San Joaquin Irrigation District 

Trinity County Farm Bureau 

Wheatland Water District 

Winship Farm Center 

International Brotherhood of Electrical Workers—Joint executive conference 
of northern California locals 

International Brotherhood of Electrical Workers, Local 1245 

San Francisco area group of professional employees 

Santa Maria Carpenters Union, Local 2477, AFL 

Santa Maria Union, Local 1222, AFL 

Contra Costa County Taxpayers Association 

Sacramento County Taxpayers Association, Inc. 

San Benito County Taxpayers Association 

San Mateo County Taxpayers Association 

Santa Clara County Taxpayers Association 

Albany Chamber of Commerce 

Alisal Chamber of Commerce 

Alleghany Development League 

Anderson Chamber of Commerce 

Appliance Dealers Association of San Joaquin County 

Arcata Chamber of Commerce 

Auburn Area Chamber of Commerce 

Benicia Chamber of Commerce 

Berkeley Chamber of Commerce 

Brentwood Chamber of Commerce 

Brisbane Chamber of Commerce 

Building Owners and Managers Association of San Francisco 

Burlingame Chamber of Commerce 

Burney Chamber of Commerce 

Calaveras County Chamber of Commerce 

California Federation of Women’s Clubs, Golden Gate district 

Calistoga Chamber of Commerce 

Castro Valley Chamber of Commerce 

Central San Francisco Association 

Chico Chamber of Commerce 

Civic League of Improvement Clubs and Association, San Francisco 

Cloverdale Chamber of Commerce 

Colfax Area Chamber of Commerce 

Colusa Chamber of Commerce 

Colusa County Boat Club 

Colusa Lions Club 

Concord Area Chamber of Commerce 

Contra Costa County Development Association 

Cotati Chamber of Commerce 

Cottonwood Chamber of Commerce 

Davis Chamber of Commerce 

Del Norte Board of Supervisors 
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Dixon District Chamber of Commerce 
Downieville Civic Club 

Downieville Lions Club 

El Dorado County Appliance Dealers Association 
El Dorado County Chamber of Commerce 
El Dorado County Council of Republican Women 
El Sobrante Lions Club 

Emeryville Industries Association 

Eureka City Council 

Eureka Chamber of Commerce 

Escalon Chamber of Commerce 
Fairfield-Suisun Chamber of Commerce 
Fall River Valley Chamber of Commerce 
Ferndale Chamber of Commerce 

Fort Bragg Chamber of Commerce 

French Camp District Chamber of Commerce 
Grass Valley Chamber of Commerce 
Greater Sacramento Chamber of Commerce 
Gridley Chamber of Commerce 

Guerneville Chamber of Commerce 
Hayfork Chamber of Commerce 

Hayward Chamber of Commerce 

Hayward Lions Club 

Healdsburg Chamber of Commerce 
Humboldt County Board of Supervisors 
Humboldt County Chamber of Commerce 
Huntington Park Democratic Club 

Kings City Optimist Club 

LaFayette Chamber of Commerce 

Lake County Chamber of Commerce 
Lakeport Chamber of Commerce 

Lassen County Chamber of Commerce 
Lathrop Chamber of Commerce 

Lincoln Area Chamber of Commerce 
Linden-Peters Chamber of Commerce 
Linden Chamber of Commerce 

Live Oak Kiwanis Club 

Livermore Chamber of Commerce 

Lodi Board of Realtors 

Lodi District Chamber of Commerce 

Lodi Junior Chamber of Commerce 

Loleta Chamber of Commerce 

Los Altos Chamber of Commerce 

Los Gatos Chamber of Commerce 

Manteca District Chamber of Commerce 
Manteca Junior Chamber of Commerce 
Marin County Development Foundation 
Mariposa County Chamber of Commerce 
Martinez Chamber of Commerce 

Martinez City Council 

Marysville Kiwanis Club 

Marysville Masonic Organization 
Marysville Realty Board 

Marysville-Yuba County Chamber of Commerce 
Maxwell Service Club 

Mendocino County Chamber of Commerce 
Mendocino County Chamber of Commerce at Point Arena 
Mokelumne Hill Lions Club 

Monte Rio Chamber of Commerce 
Mountain View Chamber of Commerce 
Napa Chamber of Commerce 

Newman Chamber of Commerce 

Niles Chamber of Commerce 

North Central Association (San Francisco) 
Oakdale District Chamber of Commerce 
Oakland Chamber of Commerce 

Oakland Junior Chamber of Commerce 
Oakland Kiwanis Club 
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Oakland Lions Club 

Oakland Service Club 

Orinda Chamber of Commerce 

Paso Weobles Chamber of Commerce 

Peninsula Electrical Contractors Association 

Petaluma Chamber of Commerce 

Pinedale Chamber of Commerce 

Pittsburg Civie Club 

Pittsburg Lions Club 

Redwood City Chamber of Commerce 

Richmond Chamber of Commerce 

Richmond Exchange Club 

Richmond Kiwanis Club 

Rio Vista Chamber of Commerce 

Ripon Chamber of Commerce 

Ripon Junior Chamber of Commerce 

Rodeo Chamber of Commerce 

Sacramento Chamber of Commerce 

Sacramento Junior Chamber of Commerce 

Sacramento Luncheon Club 

Sacramento Power-Anne’s Club 

Salinas Chamber of Commerce 

San Benito County Chamber of Commerce 

San Bruno Chamber of Commerce 

an Francisco Chamber of Commerce 

an Francisco Drygoods Association 

an Francisco Executives Association 

an Francisco Electrical Contractors Association, Inc. 

San Francisco North Beach Merchants and Boosters 

San Francisco Retail Merchants Association 

an Joaquin Chamber of Commerce 

an Joaquin County Chamber of Commerce 

san Jose Chamber of Commerce 

an Jose Engineers Club 

an Juan Chamber of Commerce 

San Leandro Chamber of Commerce 

San Leandro Downtown Merchants Association 

San Leandro Kiwanis Club 

San Leandro Manufacturers Association 

San Lorenzo Valley Chamber of Commerce 

San Luis Obispo Chamber of Commerce 

San Mateo Chamber of Commerce 

San Mateo County Manufacturers Association 

San Rafael Chamber of Commerce 

Santa Clara County Builders Exchange 

Santa Clara-San Benito Counties Chapter National Blectrical 
ciation 

Santa Cruz Chamber of Commerce 

Santa Maria Chamber of Commerce 

Santa Maria Valley Chamber of Commerce 

Santa Rosa Chamber of Commerce 

Santa Rosa Junior Chamber of Commerce 

Sebastopol Chamber of Commerce 

Sheet Metal Contractors of San Francisco 

Solano County Board of Supervisors 

Sonoma Merchants Association 

Sonoma Valley Chamber of Commerce 

Soroptimist Club of Marysville 

South Oakland Market Central Improvement Association 

South San Francisco Chamber of Commerce 

Stanislaus County Chamber of Commerce 

Stockton Chamber of Commerce 

Stockton Junior Chamber of Commerce 

Stockton Optimist Club 

Sunnyvale Chamber of Commerce 

Sutter County-Yuba City Chamber of Commerce 

Taft Chamber of Commerce 
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The Downtown Association of San Francisco 
The San Francisco Real Estate Board 
Thornton District Chamber of Commerce 
Tracy Chamber of Commerce 
Tracy Junior Chamber of Commerce 
Trinity County Board of Supervisors 
Turlock Chamber of Commerce 
Ukiah Chamber of Commerce 
Upper Trinity Citizens Council 
Vacaville Chamber of Commerce 
Walnut Creek Area Chamber of Commerce 
Walnut Creek City Council 
Weaverville Chamber of Commerce 
West Sacramento Chamber of Commerce 
West Sacramento District Chamber of Commerce 
Willits Chamber of Commerce 
Winters Lions Club 
Woodland District Chamber of Commerce 
Yuba Sutter Boat Club 
Yuba-Sutter Business and Professional Women’s Club 
Yuba-Sutter High Twelve Club 
Yolo County Appliance Dealers Association 
Yolo County Chamber of Commerce 
DAILY NEWSPAPERS WHICH HAVE GIVEN EDITORIAL SUPPORT TO TRINITY JOINT 
DEVELOPMENT 
Alameda Times Star Oroville Mercury 
Bakersfield Daily Report Petaluma Argus-Courier 
Chico Enterprise Record Sacramento Union 
Grass Valley Union Salinas Californian 
Hayward Daily Review San Francisco Call-Bulletin 
Hollister Free Lance San Jose Mercury 
Humboldt Standard San Jose News 
Humboldt Times San Rafael Independent-Journal 
Long Beach Press Telegram Santa Ana California Register 
Los Angeles Times Santa Cruz Sentinel 
Marysville Appeal-Democrat Santa Rosa Press-Democrat 
Oakland Tribune 
WEEKLY NEWSPAPERS WHICH HAVE GIVEN EDITORIAL SUPPORT TO TRINITY JOINT 


Auburn Journal 
Bakersfield Farm News 
Bakersfield Press 
Barstow Printer-Review 
Biggs News 

Brentwood News 
Caruthers Gazette 
Chowchilla News 
Coalinga Record 
Colfax Record 

Dixon Tribune 

Elk Grove Citizen 
Elsinor Leader-Press 


Emeryville-Golden Gate Herald 
Fall River Mills Logger-Tidings 


Fillmore Herald 

Fresno Guide 

Galt Herald 

Half Moon Bay Review 
Isleton Journal 

Lincoln News-Messenger 
Manteca Bulletin 

Mill Valley Record 
Mojave Desert News 
North Sacramento Journal 


DEVELOPMENT 


Oakland Neighborhoad Journal 
Orosi Courier 

Placer Herald 

Redwood City Star-Advertiser 
Rio Vista Delta Herald 
Riverdale Free Press 
Sacramento Shopping News Times 
San Francisco Little City News 
San Jacinto Valley Times 

San Juan Bautista Mission News 
San Luis Obispo Reporter 

San Marino Tribune & News 
Sanger Herald 

Solano Republican 

Sonoma County Herald 

South Sacramento Shoppers 
South San Francisco Enterprise Journal 
St. Helena Star 

Stockton Forum 

Vacaville Reporter 

Valley of the Moon Review 
Waterford News 

Weaverville Trinity Journal 
Yuba City Independent Herald 
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PUBLICATIONS OF SPECIAL CIRCULATION WHICH HAVE GIVEN EDITORIAL SUPPORT TO 
TRINITY JOINT DEVELOPMENT 


Architect and Engineer Electrical World 

California Farm Bureau Monthly Engineering News Record 

California. Farmer Utility Reporter (International Broth- 
California Magazine of the Pacific erhood of Electrical Workers, Local 
Electrie Light and Power 1245) 


FEDERAL TRINITY POWER WOULD LOSE $2,500,000 A YEAR 


Mr. Gerves. Mr. Chairman, I doubt if many realize the full extent 
of the loss which would be incurred by the Government with Federal 
plants on Trinity. This was not brought out until late in the Senate 
committee hearings on the Trinity bill, when Chairman Clinton An- 
dersen requested a report showing the cost per kilowatt hour of Trinity 
power to the Government. Such a report was prepared by the Bureau, 
and concurred in by representatives of the State of California, the 
company and the committee staff. It was inserted in the transcript 
of hearings at pages 99-100. The report declares that power from 
Federal Trinity plants would cost the Government 7.3 mills per kilo- 
watt-hour. We believe this figure is low in view of project changes 
and contracts let by the Bureau at costs higher than those originally 
estimated. 

The Government would receive at current Central Valley project 
power rates an average of about 4.6 mills per kilowatt-hour from the 
sale of Trinity power. Thus, at a cost of 7.3 mills, the Government. 
would lose an average of about 2.7 mills on each kilowatt-hour sold 
to Bureau customers. This would mean a total actual loss of about 
$2,500,000 per year to the Federal Government. 

The Secretary of the Interior in his letter of June 28, 1957, to Con- 
gressman Engle submitted Bureau estimates of preference customer 
loads which would be served with Federal Trinity power. If these 
customers buy the same amounts of power at company rates instead of 
Central Valley project rates, they will pay more. On the other hand, 
if they buy Federal Trinity power, the Government will be the loser. 

Thus, over a 50-year period, in order to save $80,820,000 on the power 
bill of the Sacramento Munic ‘ipal Utility District, the Federal Govern- 
ment would lose $99,338,000; in order to save $22,494,000 on the power 
bill of the city of Palo Alto, the Federal Government would lose 
$16,548,000. ~ 

In view of the magnitude of these potential subsidies, we may 
perhaps expect that these and other similarly situated agencies will 
appear at this hearing to ask that you perpetuate and enlarge these 
benefits for them. 

But bear in mind that these treme ndous subsidies would go to only 
a few—about 7 percent of the people in northern and central Cali- 
fornia. The rest of us in California, and taxpayers elsewhere, will 
have to pay the cost. 

I think the question may fairly be asked these preference agencies : 
“Why should the Federal Government sell you power for 4.6 mills a 
kilowatt-hour, when it costs the Government 7.3 mills?’ 

It also should be borne in mind that all these agencies were given an 
opportunity to bid on the Trinity falling water proposal. None of 
them did. They apparently want the Federal Government to do it 
all for them, at about two-thirds of cost. 
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Power always has been said to be the paying partner of irrigation. 
It must be, if reclamation is to meet the mounting demands upon it. 
In the case of Trinity, power would ride on the back of irrigation, de- 
pleting the existing Central Valley project of over $120 million of its 
estimated surplus. After San Luis this surplus will be about, if not 
entirely, gone. What, then, is to happen when other water projects 
come along that cannot pay their way? And there are many such 
projects proposed and badly needed to meet California’s growth. 

I submit to you that if you start selling power from reclamation 
projects at less than Government cost—as would be done with Federal 
powerplants on Trinity—reclamation may be dealt a damaging blow. 

Mr. AsprnaLu. Thank you very much, Mr. Gerdes. Does that com- 
plete your presentation ? 

Mr. Gerpes. That completes my presentation, except for this: that 
at some time I want an opportunity to answer certain charges that 
have been made by one of the members of this committee with regard 
to the terms under which we are purchasing power from the Govern- 
ment from the Central Valley project under an existing contract. This 
member made the charge that Pacific Gas & Electric Co. is up to its 
elbow in the public trough. 

Mr. Enate. I will have to correct that. I said they were up to 
their elbow in the cash register. 

Mr. Gerves. As long as it was not the snout and both feet in the 
trough, as you have also said, Mr. Engle. 

Of course, that charge involves a challenge against the company’s 
integrity and good faith, and whenever the chairman desires to take 
that matter up, I want a chance to present it. 

Mr. Asprnacu. If the matter is not taken up during the questioning, 
the gentleman will be permitted to make a statement later on. 

May I say, for the chairman, I did not think it was made against 
the good faith and integrity of the company; I thought it was made 
in the interest of the company and showed their good business sense 
when they got the contract. But I may be entirely wrong. 

The Chair recognizes the gentleman from California, Mr. Engle. 

Mr. Ener. You are precisely right. The statement was made as 
described to be, and it was a good contract. 

Mr. Gerpes. You say it was a good contract, Mr. Engle? 

Mr. Enerr. For the company. 

Mr. Gerpes. For the company / 

Mr. Enate. Yes. 

Mr. Gerpes. Notwithstanding the fact it was a contract that was 
made when Mr. Chapman was Secretary of the Interior, when Mr. 
Michael Straus was Commissioner of Reclamation, when Mr. Harvey 
McPhail was one of their chief consultants, and when Mr. Richard 
Boke was the regional director. I never heard any charge made, at 
least up until this time, that those gentlemen, who are quite a team 
of power experts, would not do their best to protect the public. 

Mr. Asprnaty. I have permitted you to make the statement. It is 
obvious, Mr. Gerdes, the reason that you made it. I simply state if 
the Pacific Gas & Electric Co. did enter into it, as they did, they 
more than likely considered it would be a pretty good contract for the 
Pacific Gas & Electric Co., regardless of who made it, regardless 
of what administration was in power. 
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The chairman is doing his best to keep out of this hearing the par- 
tisan implications. I permitted the gentleman tosay. The gentleman 
has made his statement. I think he went far enough, and let’s go on 
with something else besides trying to split this committee in two. Iam 
not so sure it is not going to be split again regardless of what the chair- 
man is trying to do. 

The gentleman from California will continue. 

Mr, Eneotr. To keep the record straight, of course, Mr. Chairman, 
the contract was, of course, executed during the preceding adminis- 
tration, and it was renegotiated in 1954, and circumstances were some- 
what different, of course, after Folsom came on the line, as Mr. Gerdes 
knows. 

Without pursuing that any further, I will say this: I did not 
always agree with the Department of the Interior under Democratic 
administrations, and if this was a bad contract, I would be against it 
no matter who proposed it. But I do say in their defense, and I 
think it should be said, the circumstances have changed, the contract 
was renegotiated and re-executed in 1954. 

Now, Mr. Gerdes, you referred to a number of so-called partnership 
arrangements or joint Federal-private arrangements. One of those is 
in my district, is it not, the Englebright Dam ? 

Mr. Gerpes. By that you mean the Narrows project ? 

Mr. Encte. That is a contract for falling water. 

Mr. Gerves. That is right. 

Mr. Enere. That is called the Englebright Dam. 

Mr, Gerves. That is right. 

Mr. Enaite. And I assume you are familiar with what the Comp- 
troller General said about that in his report in 1955. Are you familiar 
with the statement ? 

Mr. Gerves. I have read the statement. 

Mr. Eneie. For the members of the committee, I will now read it. 
This is an excerpt from the original, which is here. He said: 

In December 1942, a contract was executed between the Pacific Gas & Blectric 
Co. and the Corps of Engineers for the use by that company of the storage and 
outlet facilities of the Harry L. Englebright Dam for a period of 50 years. The 
average anuual payment by the company for a 50-year period is $30,000. 

As a means of testing the reasonableness of the consideration, we have com- 
puted the annual value of the falling water at the dam at the date of construc- 
tion and at December 1953, based on the alternative cost of steam generation. 
This value of falling water was the basis for negotiation of the contract amount 
between the company and the corps. The values so computed were $70,000 and 
$195,000, respectively. Based on this method of comparison, the average annual 


payment made by the company to the Government for the falling water is con- 
sidered under the actual value of the falling water to the company. 


Then he says—and I emphasize this: 


We believe that long term contracts similar to the contract between the com- 
pany and the corps for use of facilities and falling water at Harry L. Englebright 
Dam should not be executed without a clause permitting a renegotiation of rates 
as a result of materially changed conditions. 

Is it not true, Mr. Gerdes, that the contract which is proposed and 
which is presently pending before this committee does precisely what 
the Comptroller General here in his statement in his 1955 report de- 
nounces ¢ 

Mr. Gerpes. The present contract would provide a 50-year contract 
to the company, that is correct; and that, of course, is in line with the 
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licenses that are issued, and many of them are issued every year, by the 
Federal Power Commission. 

Mr. Enete. Do you agree or disagree with the Comptroller Gen- 
eral when he says those kinds of contracts should not be issued without 
a clause permitting. a renegotiation of rates as a result of materially 
changed conditions ? 

Mr. Gerves. Yes, I think I disagree with that. But if Congress has 
a different policy, that, of course, is Congress’ business. Whenever 
you obtain a power source in whic h you construct a generating facility, 
construct a dam, or whatever it is, you freeze certain investment as of 
that time, and you make your judgment as to whether that is a proper 
contract in the light of the conditions as they exist at that particular 
time. 

Now, of course, conditions may later develop where it is or is not a 
wise contract. In the light of hindsight, we make good contracts, we 
make poor contracts. 

Mr. Encie. But you put provisions in your contracts to renegotiate ; 
do you not # 

Mr. Gerpes. It depends upon what kind of a contract you speak of, 
Mr. Engle. We do—— 

Mr. Enate. I will refer, for instance, to your contract with SMUD 
and half a dozen other agencies in California. 

Mr. Gerves. Those are all made under regulations of the California 
Public Utilities Commission, and such regulations impose certain lim- 
itations as to the duration for which you can make power-sale con- 
tracts. That is entirely different from a contract under which you 
spend millions of dollars to construct power facilities. 

Events can easily turn out—for instance, where this very contract, 
the Narrows, may be a losing contract for the « ‘company. I have never 
seen any ani lysis whether from our point of view—that contract was 
made in 1940—whether that will ultimately turn out to be a good con- 
tract or a poor contract. Before that contract is over, we may have 
developed atomic energy to the point where the cost of power from 
atomic energy plants will be way below the cost of this power from 
the Narrows Dam. If it does, we are stuck with it. So it is a question 
of whether you want to freeze a situation at a particular time, with 
each party to the contract taking their chances, or whether you want 
to have a continual review. 

Mr. Enate. You have escalation in all of your contracts, do you 
not? And you have a present petition pending before the public util- 
ities commission in California asking to hook your rates directly to 
the cost of oil. Is that not right? 

Mr. Grrves. That is wrong. We had a petition before the Califor- 
nia commission in which we asked that certain rates be geared or es- 
calate with the price of, not oil, but fuel, which includes a combination 
of oil and gas, and the commission turned us down on that application. 

Mr. Encie. You mean your so-called equivalent barrel. 

Are you f: amiliar also with the Comptroller General’s report filed in 
December of 1957 ? 

Mr. Grerpes. Yes, I have read that a number of times. 

Mr. Enete. Is it not true that the Comptroller General has stated 
that the company is paid too much money for wheeling and for firm- 
ing under those two contracts? 
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Mr. Gerpes. Yes, he made that statement. As far as I can 
understand his statment with regard to wheeling, I think it applied to 
the time when the SMUD was getting wheeling. I do not think it 
applies today. But whether it does or not, he made that statement. 
He does not say it applies now, as I understand him, but it may be a 
little ambiguous. 

Mr. Ener. What he says is that P. G. & E. is getting too much 
for its wheeling and more firm capacity than it pays for. Now, 
is it not true that the bill presently before the committee would extend 
those contracts for a period of 50 years substantially without change? 

Mr. Gerves. The bill that is now before the committee would 
authorize the Secretary of the Interior not later than 6 months from 
the date of enactment of the act to enter into agreements with the com- 
pany which would contain terms and conditions no less favorable to 
the Government than those recommended by the Secretary in his re- 
port in House Document No. 94. 

Mr. Enater. It is true also, is it not, that those agreements have 
already been negotiated and have been transmitted to this committee 
and appear in House Document 94. 

Mr. Gerpes. They appear in House Document 94. That, of course, 
would not prevent the Secretary, after he reviews this C omptroller 
General’s report, to 

Mr. Enote. To renegotiate the contract ? 

Mr. Gerpves. To make some changes, that is right, within a 6-month 
period. That is correct. 

I would like, Mr. Engle, to make a brief statement concerning this 
Comptroller General’s report, if you would permit me. 

Mr. Enerr. Go right ahead. I would like to find out how you 
explain it. 

Mr. Gerves. I will endeavor to do that. There are several ob- 
servations that I would like to make. 

Over the period from 1944 to 1957 the company has paid to the 
United States Government over $75 million for Central Valley proj- 
ect power. I mention this 

Mr. Ener. May [interrupt youthere? Is it not true also that since 
the hydros went into operation in 1944 the P. G. & E. has gotten 80 
percent of the power at a rate less than any preference customer ? 

Mr. Gerpes. We have purchased 80 percent of the energy, but a 
great deal of that energy was dump and no one else would buy it. 
Our agreement is to take what no one else wants. 

Mr. Encore. You got the firm power, too, did you not? Are you 
not getting about 125,000 kilowats of firm power at the present time? 

Mr. Gerpes. Last year we obtained 10 percent of the firm energy. 

Mr. Enete. Whatever 10 percent is. 

Mr. Gerpes. What did you say ? 

Mr. Enate. In this report to which I refer, the Comptroller Gen- 
eral denounces the Interior Department for not disposing of firm 
power and letting P. G. & E. take it—for what price? Less than 3 
mills, is it not? 

Mr. Gerves. If you permit me, I think I can come to those points. 

Mr. Enetr. Goahead. LTamsorry to interrupt you. 

Mr. Gerves. I think it is worth keeping what you are dealing with 
in mind when you are considering the amounts that are mentioned 
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in this Comptroller General’s report. I mention that simply because, 
with a contract under which the United States Government has re- 
ceived $75 million, I think it is perfectly obvious that the points 
mentioned in the Comptroller General’s report are of relative insig- 
nificance in the light of the total consideration involved. 

Now reference has been made to the fact that these contracts were 
renegotiated in, Mr. Engle, you said, 1954. I believe it was 1955. 
They were renegotiated at that time, but they are in substance the 
same as the contracts which we negotiated in 1951. 

The contracts involve very large sums of money, they involve very 
highly complicated situations, and they required many months of engi- 
neering studies by the Bureau and by the company people, and nego- 
tiations. I may say here that there 1s a gentleman in this room, Mr. 
E. K. Davis, who was attorney for the Bureau of Reclamation during 
the course of the negotiation of these contracts, and he is now, as I 
understand it, the general counsel of the Sacramento Municipal Utility 
District. I would suggest to the committee that, after they hear my 
testimony on this subject, if they have any reason to doubt it, they 
call Mr. Davis to stand to verify the things that I say. 

Mr. Encie. We will take your word. We might disagree with your 
conclusions, but we think on the facts you are honest about it, Mr. 
Gerdes. 

Mr. Gerpes. We are dealing with facts here, Mr. Engle. We are 
not dealing with conclusions, we are dealing with facts. 

The Comptroller General’s report on the Central Valley project 
shows that the author just did not have the full facts before him or 
comprehend them. 

Mr. Enete. What you are saying is the Comptroller General does 
not know his business. 

Mr. Gerpes. I do not say that. I do not say that he does not know 
his business. I say that he did not know the business of this par- 
ticular contract. And I do not think it is surprising when you con- 
sider that he came into this subject after it was completed and, I 
believe, after most, if not all, of the people that negotiated the con- 
tract had left the Department. 

Mr. Enete. Let me interrupt, Mr. Gerdes. Is it not true that for 
three consecutive annual reports the Comptroller General has de- 
nounced these same contracts which would be extended by this legis- 
lation ¢ 

Mr. Gerprs. Yes. 

Mr. Enerx. Then he denounced it before the present Secretary of 
Interior renegotiated it? 

Mr. Grrves. I am not sure of the year the Comptroller first men- 
tioned this subject. 

Mr. Ener. And the Secretary of the Interior sat there and re- 
negotiated in the face of reports from the Comptroller General de- 
nouncing those contracts as permitting excessive profits to the 
,, Gy. & K.? 

Mr. Gerves. Mr. Engle, as I read the Comptroller General’s report, 
he also denounced the Sacramento Valley canals. I do not think you 
agree with him on that. 

Mr. Enete. I do. He said they ought to have a contract, and my 
people executed the contract, and the contract is presently executed 
and pending before the superior court in Tehama County. 
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Mr. Gerves. In no way do I challenge the competence of the man 
that wrote the report, except to say that I do not think he had the 
facts before him sufficiently to arrive at the conclusions that he did. 

Let’s take the wheeling rate—— 

Mr. Ener. Yes, let’s take the wheeling rate. 

Mr. Gerves. Which is a basic 1 mill per kilowatt-hour rate. The 
Comptroller’s report says the rate of 1 mill per kilowatt-hour was 
high because it did not fairly equate the significance of the loads 
wheeled or the distances over which they were wheeled. 

Mr. Ener. As a matter of fact, you do not wheel; all you do is 
exchange. Is that not correct? 

Mr. Gerves. Well, that is what the industry calls wheeling. 

Mr. Ener. All right, but let’s understand what we are doing. 
You just swap power. 

Mr. Gerpes. Power gets delivered, for the account of the Govern- 
ment, to its customer over company lines and that is what in the 
industry is called wheeling, to my knowledge. 

Mr. Enatez. It is also called in the official document an exchange 
agreement. 

Mr. Gerpes. It is a matter of semantics, I guess. 

Mr. Encore. Yes; but it emphasizes the point I am making, and 
that is you do not wheel what you charge for, you swap. 

Mr. Gerves. You transmit it. The Government power may not 
go to that particular customer, but he is served with an equivalent 
amount from company facilities, That is what is done in all of these 
so-called wheeling contracts, and there are dozens of them that have 
been made throughout this country. 

Mr. Aspinatu. The hour of 12 having arrived, the House is in ses- 
sion, and the committee will stand adjourned until tomorrow morning. 


(Whereupon, at 12 noon, the committee adjourned, to reconvene 
at 10 a.m. Wednesday, January 22, 1958.) 
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JOINT DEVELOPMENT PROPOSAL FOR TRINITY 
POWER FACILITIES 


WEDNESDAY, JANUARY 22, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in the 
committee room, New House Office Building, Hon. Wayne N. Aspinall 
(chairman of the subcommittee) presiding. 

Mr. Asprnatu. The Subcommittee on Irrigation and Reclamation 
of the main Committee on Interior and Insular Affairs will now be in 
session for the further consideration of H. R. 6997 and related bills. 

When we adjourned at noon yesterday, the representatives of the 
P. G. & E. were at the witness table and Mr. Engle of California had 
the time. The Chair recognizes the gentleman from California, Mr. 
Engle. 


STATEMENT OF ROBERT H. GERDES, EXECUTIVE VICE PRESIDENT, 
PACIFIC GAS & ELECTRIC C0O.; ACCOMPANIED BY WALTER 
DREYER, VICE PRESIDENT AND CHIEF ENGINEER; JOHN F. 
BONNER, ENGINEER; WILLIAM B. KUDER, ATTORNEY; AND 
JOHN F. ROBERTS, RATE ENGINEER—Resumed 


Mr. Enote. Mr. Gerdes, if I understand the situation, the legisla- 
tion before us authorizes three things: the sale of falling water, the 
extension of the firming contract, and the extension of the wheeling 
contract. 

Mr. Gerves. That is correct. 

Mr. Enote. For fifty years. Now, those contracts have been nego- 
tiated, have they not ? 

Mr. Gerpves. A draft of the agreement has been negotiated. 

Mr. Eneie. Would you expect that if this legislation is passed the 
Secretary would execute those negotiated contracts? 

Mr. Gerves. I would expect that if the Secretary of the Interior, 
after he reviews the Comptroller General’s report, finds that there is 
anything in there that he thinks has merit, he will come to us and indi- 
cate that he wants to discuss that phase of the matter. 

Mr. Encore. Are you suggesting, then, that this committee authorize 
the Secretary to change the agreement ? 

Mr. Gerpes. Under the act he would have that full authority, be- 
cause, as I recall the provisions of H. R. 6997, it states that the Secre- 
tary shall enter into a contract within 6 months after the passage of 
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the act containing provisions no less favorable for the Government 
than those contained in this particular draft. 

Mr. Enate. In light of these very strong statements by the Comp- 
troller General, do you believe that the committee can intelligently 
authorize the extension of these contracts without a careful review 
of the contentions made by the Comptroller General ? 

Mr. Gerpes. I think that by the time this hearing is completed, you 
will have made such a careful review. 

Mr. Enere. But you would think that would be a necessary pre- 
requisite in any case ? 

Mr. Gerpes. It think it is customary in all power contracts that have 
ever been authorized, that I am familiar with, for the Congress to 
vest authority in certain designated officials—so far as this contract 
is concerned, with the Secretary of the Interior—to make a con- 
tract, embodying certain general principles. To my knowledge, they 
have always relied on the Sec retary of the Interior or the other appro- 
priate officer to make a contract, just as they did in 1951 when Mr. 
Chapman was authorized under the law to negotiate a contract with us. 

Mr. Encte. As an illustration, I notice that on page 44 of the Comp- 
troller General’s report, he says that the Pacific Gas & Electric Co. is 
paying on a basis of 450,000 kilowatts of firm capacity in the CVP 
and is reporting to the Federal Power Commission firm ‘capacity of 
the Central Valley project of 518,000 kilowatts, which is a difference 
of 68,000 kilowatts. Is that a correct statement ? 

Mr. Gerves. That is a correct statement of what he said. 

I have a brief statement that covers the principal points, that I can 
cover in 4 or 5 minutes here, that were made in the Comptroller Gen- 
eral’s report. Would you like me to do do that now or shall I take 
this up piecemeal? I thought it might help—I thought it might speed 
the matter if I made a full statement and then were asked about 
specific matters. What would you desire in that connection ? 

Mr. Enere. That is up to the Chairman; the main presentation has 
been completed. But if you have some additional statement I have 
no objection. Do you have copies of it ? 

Mr. Gerpes. No; I do not. I will take it up piecemeal, then, and 
then at a later time I may have an opportunity to make a more com- 
plete statement. 

Mr. AsprnaLu. Just a moment. Unless there is an objection, the 
Chair shall permit Mr. Gerdes to make his statement at this time, 
because I think that would be in the interest of time. 

Hearing no objection, you may proceed. 

Mr. Gerpes. Thank you, Mr. Chairman. 

At the close of the hearing yesterday, I said that the Comptroller 
General’s report on the Central Valley project shows that the author 
apparently did not have the full facts before him. This is not sur- 
prising in view of the complexities that are involved in this contract. 

As an example, I cited the wheeling rate which is a basic 1 mill 
per kilowatt-hour. The Comptroller’s report says that the rate of 
1 mill per kilowatt-hour was high because it did not fairly equate the 
significance of the load wheeled or the distances over which wheeled. 

The Comptroller apparently did not know that the Bureau asked 
us to provide an areawide or so-called postage-stamp wheeling rate 
which would fit into their postage-stamp power-sale rate that they have 
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applicable throughout the Central Valley area rather than have a zone 
rate which would depend on distance and therefore v ary as the distance 
from load center varies. 

Our 1 mill rate covers the entire Central Valley area 200 miles 
north and 200 miles south of Tracy. 

At the time we made our contract, the Bureau had just made con- 
tracts in Colorado, Montana, and certain other areas where the wheel- 
ing rate was either 1 mill or, in other cases, substantially in excess 
of 1 mill. 

The Bureau engineering studies which were submitted to us to 
review showed that a Federal tax-free transmission system to serve 
their proposed customers would cost over 1 mill per kilowatt-hour to 
transmit Bureau power to customers. 

We made a study on the basis that we are familiar with, in present- 
ing cost matters before the California Commission, and we showed 
that our costs would approximate 1 mill a kilowatt-hour. 

On the basis of those studies, the 1 mill basic charge was agreed 
upon. 

Since 1951, when we made our contract, contracts have been made 
by the Bureau of Reclamation, by the Southwestern Power Adminis- 
tration, and by the Southeastern Power Administration in a number 
of States and we have reviewed those contracts. There are relatively 
few of them that have the 1-mill rate. Many of them have rates that 
are substantially in excess of 1 mill. In fact, I know of no contract 
made by the Bureau of Reclamation or the Southwestern Power Ad- 
ministration or the Southeastern Power Administration that has a 
rate of less than 1 mill. But I might be in error on that; we just did 
our best to try to review all of the contracts and possibly we missed 
one. 

In addition, the New York Power Authority recently made a wheel- 
ing contract in the State of New York with regard to Niagara power, 
and that contract has a wheeling rate substantially in excess of 1 mill. 

We are at a loss for any information showing that our 1 mill rate is 
too high and the Comptroller General’s report states none. 

The Comptroller General’s report states that for fiscal 1956, the 
company paid an average of 2.97 mills per kilowatt-hour for one-half 
of the Central V alley project commercial energy and the Sacramento 
Municipal Utility District paid 4.26 mills for about a third of the 
energy. I believe Mr. Engle referred to those figures. 

Now, the Comptroller General fails to mention that the sales to the 
company include a very large amount of waste, known in the industry 
as ioe power that no other customer in the area could use and 
which the Bureau asked us to purchase and which we did purchase. 

Actually, the company received only 10 percent of the dependable, 
or firm, commercial energy in fiscal 1956 for which the company paid 
an average of 6.1 mills per kilowatt-hour. The Sacramento Munici- 
pal Utility District received 68 percent of the firm energy and paid 
4.26 mills a kilowatt-hour. 

Thus the company paid an average of 43 percent more for firm 
energy than did the Sacramento Municipal Utility District. 

I may say also that the Sacramento Munic ipal Utility District en- 
joys a 10 percent reduction from the R-2-F-2 rate schedule of the 
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Bureau and other customers, including the company, are only allowed 
a 5 percent reduction in the case of deliveries at high voltage. 

The Comptroller General made no mention of the fact that SMUD 
is the only party enjoying that added 5 percent discount. 

For nondependable energy, the company paid two and three-quarter 
million dollars in fiscal 1956. No one else would buy this dump 
energy and its only value to us was the fuel and operating cost we 
saved in our steam plants by its use. 

The next subject is the so-called project dependable capacity which 
was 300,000 kilowatts with the Shasta and Keswick plants and was 
increased by the amendment of 1955 to 450,000 kilowatts, effective 
June 1, 1956, with the addition of the Folsom and Nimbus plants. 

The Comptroller’s report says that the project dependable capacity 
has been understated. It claims that dependable capacity was deter- 
mined as though the project was not integrated with the company’s 
system. The statement to that effect in the report just is not true. The 
contract gives the project the full benefit of integration with the com- 
pany’s 58 hydro and 14 steam plants at no cost to the Government. 
Now, this is a fact that can be demonstrated by asking the Bureau of 
Reclamation to bring in the basic studies which were used in our con- 
tract negotiations. And it is not a matter of opinion. 

As an independent hydro system the project now would have about 
300,000 kilowatts dependable, although we have agreed that the de- 
pendable capacity is 450,000 kilowatts because that is the maximum 
amount which would be available throughout a series of dry years 
when fitted into our regional system. The additional 150,000 kilowatts 
provided by integration are sold by the Bureau at CVP rates, which 
Increases project revenues by at least $2 million a year. 

The Comptroller refers to the company’s 1956 report to the Federal 
Power Commission, which Mr. Engle just referred to, and which 
showed that in August of the first year of a dry period 518,000 kilo- 
watts would be available from the project in the area. 

Now, bear in mind that the Central Valley project capacity varies 
a great deal, depending upon the head of the reservoir and the amount 
of water released through the powerplants. 

In July and August, after water has been stored all winter, and 
spring, the head is high. After the water is drawn out during the 
summer and fall for irrigation, the head drops a great deal and with 
the drop of the head and smaller releases of water the capacity drops. 

Now, the Federal Power Commission form required us to state what 
the available capacity would be in August of the first year of the dry 
period, and so we reported that the Bureau estimated that it would be 
518,000 kilowatts at that time. But the project dependable capacity in 
December of that year, as well as many other months of the dry 
period, is, accor ding to all the studies made by Bureau and company 
engineers, not more than 450,000 kilowatts on an integrated basis. 

Our system usually peaks in August but a number of times in the 
past we have had a December peak. This last year our winter 
peak was only 4 percent less than the summer peak. 

It does not do any good to have a powerplant, and claim that it is 
on a dependable basis available to you in the summertime, if it is not 
available to you at the time that you need it. That is the way that all 
power companies and the way that the Government determines de- 
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pendable capacity for the purpose of purchasing power. I do not 
know any other way that you can do it, because otherwise the power 
company, if it paid for dependable capacity that was not there and 
then relied on it, might not be able to meet its power demands. 

The Comptroller's report claims that the company was provided 
free nondependable capacity. Excess capacity may be available for 
short periods of time, but this has no value to the company. The 

value of this class of capacity was established on the basis of sav- 
ings to the company for the shutdown of steam rapac ity. As a mat- 
ter of fact. 1 know of no other contract that the United States Gov- 
ernment has made with any power company in which a payment is 
made for this so-called nondependable capacity. But in working out 
our 1951 contract with the Bureau, we recognized that if nondepend- 
able capacity were made available to us for periods as long as 5 or 6 
months and we had 60 days’ notice of it, we could shut down a steam 
plant on our system and save the operating costs of that steam plant. 
We told the Bureau that we would pay them for that, and that is 
the reason that this so called nondependable capacity is included in 
this contract. 

We believe that this contract in this respect is more favorable to the 
Government than any contract that we are famihar with. 

The report completely ignores the concept and the basis for the 
— of nondependable capacity. 

The Comptroller’s report claims that the company was provided 
with free dependable capacity. Now, this claimed free dependable 
capacity is not dependable as it is subject to call by other Bureau 
customers. ‘These customers pay for this capacity under standard 
provisions in their contracts with the Bureau under which they pay 
a minimum charge for the maximum contract demand in the last 
twelve months. This is somewhat similar to what is known in the 
industry as a ratchet provision. The Bureau has it in their contracts, 
we have it in our contracts. 

Under the concept advanced in the report, the Comptroller would 
have the Bureau sell the same capacity twice. In other words, the 
sureau preferred customers would pay for the capacity because they 
contracted for a particular amount, and then his position is that when 
the preferred customers’ load drops back, P. G. & E. ought to buy 
bp the customer didn’t use for 2 or 3 months, whenever it happens 
> be available. That capacity just has no value to us and we should 
26 pay for it, and no one else, to my knowledge, buys capacity on 
any such basis. It is neither dependable to the company nor free as 

it has already been sold to other Bureau customers. 


TRANSMISSION LOSSES 


The Comptroller’s report says that the 4 percent loss adjustment 
is too high. It was 414 prior to the time certain metering equipment 
was installed, as I re ‘all the contract, and 4 percent after the meter- 
ing equipment was installed. And he says that the interconnection 
between the company’s and the Bureau’s system at Cottonwood is of 
greater benefit to the company than the Bureau. 

What he is referring to there is the fact that the Bureau has two 
230,000-volt lines that come down from Shasta and interconnect at a 
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point about 25 miles south of Shasta with the company’s lines. At 
that point, the company has running south 4 lines, which are also 
230,000-volt lines. 

Mr. Asprnatt. How near through are you with your statement? 

Mr. Gerpes. What is that? 

Mr. AsrrnaLu. How near through are you with your statement? 
You said 5 and you have already had 18 minutes. 

Mr. Gerves. I will finish this promptly. 

The losses that are referred to in this contract were based upon cal- 
culating board studies which the Bureau and the company made on 
the company’s network analyzer. 

In order to remove this matter from controversy, I am perfectly 
willing to have the bill amended to provide that the sale and inter- 
change and wheeling contract rates be subject to renegotiation at stated 
periods, say 10 years; and to further provide that if the parties are 
unable to agree on a renegotiated price, to have the matter determined 
by the Federal Power Commission and we will agree to abide by 
that decision. 

We will also agree to renegotiate at stated periods the falling water 
payment as I offered to a representative of the Department of the 
Interior. He stated, however, that the Interior did not want to have 
included a provision for renegotiation of that price because, of course, 
that might mean that the falling water payments might go down as 
well as go up, and he said if they went down, the falling water pay- 
ments might not be sufficient to pay out the project. So, therefore, 
he, speaking for the Department of the Interior, was of the opinion 
that it would be desirable not to have a renegotiation of the falling 
water payment. However, if the committee desires that the falling 
water payments be subject to review, we are perfectly willing to have 
them. And we are also willing to have the Federal Power Commis- 
sion review the rates in the contracts that run to 1961, and we will abide 
by the decision of the Federal Power Commission and agree that the 
decision will be retroactive to January 1, of this year. 

I am sorry that I took longer than I estimated, Mr. Chairman. I 
do feel, however, that perhaps we have saved time, because if you 
hit this thing from all different angles you never do complete the full 
picture. 

I would like, at a later time, to submit in writing a reply to the 
Comptroller General’s report that will cover all of the points that he 
has mentioned, if I may have that privilege. 

Mr. AspInaALu. We will take care of that later on in the hearing. 

Mr. Engle, you have the time. 

Mr. Epmonpson. Will the gentleman yield? 

Mr. Enate. Yes. 

Mr. Epmonpson. I was interested, Mr. Gerdes, in your statement, on 
page 4 of the statement you gave yesterday, that $145,600,000 in new 
tax revenues would accrue from this contract. 

May I assume that that estimate of new tax revenues is based upon 
added income and property values for the company ? 

Mr. Gerves. That isthe basis of it; yes. 

Mr. EpMonpson. Would you tell us what your estimates of addi- 
tional income and of additional property values are on which these tax 
figures are based ? 

Mr. Gerves. Mr. Bonner has those figures. 
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Mr. Bonner. The Federal taxes were based on earnings of the proj- 
ect, and the property taxes were based on the investment that would 
be made in the various counties based on the 1956-57 rate. 

Mr. EpmMonpson. What was the added income on which you arrived 
at as a total Federal tax on $83 million ? 

Mr. Bonner. We have developed annual factors that we use in our 
economic studies which we apply to capital investment. I have those 
factors here. 

Mr. Enate. Is that State or Federal ? 

Mr. EpmMonpson. Federal is $83 million and the balance is local. 

Mr. Bonner. That is correct. Federal taxes were estimated to 
amount to $1,661,000 a year. 

Mr. Epmonpson. What I am trying to get at is what your addi- 
tional income will be over the life of this contract out of this $56 
million investment that you intend to make. 

Mr. Bonner. We applied these annual factors to production capital, 
transmission capital and switchyards, and substation capital: 2.99, 
2.92, and 2.67 percent, respectively. 

Those percentages have been developed on the basis of past experi- 
ence. 

Mr. Epmonpson. Is it possible to answer this question with a figure 
in millions of dollars that you expect to add to the company income 
over the life of this payment period ¢ 

Mr. Bonner. I think the figure you are asking for, Mr. Edmond- 
son, is the return figure, which is after taxes. That figure, as we com- 
puted it, is $2,637,000 a year. 

Mr. EpMonpson. $2,637,000 a year ¢ 

Mr. Bonner. That was based on a 6 percent return on depreciated 
rate base. 

Mr. Gerpes. It also, does it not, Mr. Bonner, assume a reasonable 
return on the actual investment that we make in power facilities on 
the Trinity. Is that correct ? 

Mr. Bonner. That is correct. 

Mr. Epmonvson. That will be a total return, then, over the period 
of approximately $131 million, is that correct ? 

Mr. Bonner. Over 50 years, that is approximately correct. 

Mr. Enete. May | interrupt the gentleman to ask a question there? 
As I understand, Mr. Bonner, the « company, like all utilities, is en- 
titled to earn on its investment capital. 

Mr. Bonner. Yes, sir. 

Mr. Enexie. And what it will pay income tax on to the Federal Gov- 
ernment is the invested capital in the Trinity powerhouses and trans- 
mission facilities which would be approximately $55 million, is that 
right ? 

Mr. Bonner. That is the way we compute it; $57 million is our 
estimate. 

Mr. Ener. If you look at page 6 in Mr. Gerdes’ statement in the 
next to the last paragraph, he said this— 
would be no higher than the power from an alternative steam plant which the 
company must constuct if it does not build the Trinity plants. 

Here is what puzzles me: If you are going to have $55 million in a 
steam plant anyway, how does this add : anything to Federal income? 
The Federal income will be there anyway, will it not # 
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Mr. Bonner. If and when you built the steam plant, it would; yes. 

Mr. Enete. Mr. Gerdes said in his statement the company must 
construct it if it does not build the Trinity. If it does not build the 
Trinity, it will invest $55 million in the steam plant and you will 
get your 6 percent or whatever it is on that. How in the world can you 
say you are adding to Federal income? 

Mr. Gerpes. As long as I made the statement, may I answer it? 

Mr. Enete. Yes. 

Mr. Gerpes. If the Trinity powerplant is constructed by the Federal] 
Government, it will serve certain loads in the area. There will be no 
taxes, no Federal income taxes, no ad valorem taxes on that, regardless 
of what the company builds. 

On the other hand, if the Pacific Gas & Electric Co. builds the Trin- 
ity plants to serve that load, then there will be Federal income taxes 
from that investment, and there will also be ad valorem taxes, so it 
Is——- 

Mr. Enctx. Let me interrupt there, because in that event you will 
build a steam plant, so your property is $55 million. I just do not 
see where you can say you add to the income tax. 

Mr. Gerpes. Because Federal Trinity would pay no taxes and the 
power would go to SMUD or some others, and they would pay no taxes. 

Mr. Enete. As far as the Government is concerned, the total value 
of the property in the area would be the same. And if you don’t build 
the Trinity, you say you are going to add on the steam plant and pay 
the same income tax. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Enate. I yielded to Mr. Edmondson. 

Mr. Epmonpson. I will just take a minute. 

Mr. Enetez. I will yield to you, then, Mr. Rhodes. 

Mr. Epmonpson. I just wanted to complete the development of that 
question. 

If I have the right figure, $131,850,000 would be the additional in- 
come over the 50-year period on which this tax estimate is based, is 
that correct ? 

Mr. Bonner. Yes, sir. We figured it on an annual basis at $2,637,000 
and you have multiplied by 50 years. 

Mr. Epwonpson. Multiplied $2,637,000 by 50? 

Mr. Bonner. That is correct. 

Mr. Epmonpson. That means your increased revenue from this in- 
vestment would be less than the tax payments which you state on page 
4 will be made as a result of this. 

Mr. Bonner. That is correct, our total taxes of $145 million would 
exceed our return of $131 million and they have, as mentioned in Mr. 
Gerdes’ statement, exceeded our dividends in the past. 

Mr. Hatry. Will the gentleman yield ? 

Mr. THomson. Will the gentleman yield? 

Mr. Epmonpson. Do I assume this $131 million is after payment of 
all taxes or is that the sum out of which these taxes will be paid? 
Which does that figure represent ? 

Mr. Bonner. That is after taxes. 

Mr. Epmonpson. Then from your 56 or 55 million dollar investment, 

our return after taxes for the life of this payment period will be 
131,850,000, is that correct? 
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Mr. Bonner. I have not checked the arithmetic, but that sounds 
correct. 

Mr. Epmonpson. All right; I just wanted to get those figures in the 
record, 

I thank the gentleman for yielding. 

Mr. Enete. I yield to Mr. Rhodes. 

Mr. Ruopes. df course, it is still true, is it not, that whether you 
build a steam plant and get the electricity or whether you get the 
power from the ae River, the Government does not have to put 
out the money to build the powerplant if you do it? 

Mr. Gerpes. That is correct. 

Mr. Ruopes. Is that not the main advantage? 

Mr. Gerves. That is one of the advantages. 

Mr. Ruopes. I am worried about the tax rate now and not 50 or 
60 years from now when this powerplant would be paid back if the 
Government built it. 

Mr. Gerves. That is the immediate advantage to the Government. 

Mr. Ruopes. I think right now several] of us are looking for a few 
immediate advantages. 

Mr. Tomson. Will the gentleman from California yield to me? 

Mr. Enete. Yes. 

Mr. THomson. I would just like to see if my thinking is correct 
on how much income tax you pay. If I understand correctly, this 
facility would cost you about $60 million, and over a period of 50 
years it would be amortized by you; you would have about $30 mil- 
lion, plus scrap value, invested in your average capital in a rough 
sense. If I understand the previous testimony correctly, the rate of 
return allowed in California is 6 percent, but you earn about 5 per- 
cent. So 5 percent on $30 million per year would be a million and 
a half dollars, by which over the 50 years you should get $75 million 
out for your stockholders for their 5 percent rate of return. But 
we already have the partnership theory with regard to earnings. So 
Uncle Sam takes 52 percent. And your $75 million representing 
48 percent gives you a total of $156 million you have to earn in order 
to get that 75. And the difference is $81 million, which is very close 
to the $83 million. Is that about the way it works out from another 
approach ? 

Mr. Gerpes. I am not sure. It is a pretty long statement, and I am 
not sure I followed it all the way through. 

The last rate case we had, where the decision was within the last 
3 months, we were allowed 534 percent rate of return. 

Mr. THomson. The point I make is since Government is a 52 percent 
partner on income tax, in order to earn that rate of return you are 
going to have to pay $81 million to Uncle to get 75 for yourselves. 

Mr. Gerves. That is about right; yes. 

Mr. Tuomson. He is already a partner. 

Mr. Gerves. That is right. 

Mr. THomson. I thank the gentleman. 

Mr. Enerx. Getting back to the Comptroller General’s report, as I 
understand, you say you do not agree with it but you are prepared to 
accept some amendments to this bill to conform to some arguments 
that may come up with respect to it? 
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Mr. Gerrves. If the committee desires such amendment and the Sec- 
retary desires such amendment, we have no objection to it. 

Mr. Enotx. Getting back to this $55 million we are talking about, 
the power in Trinity project is $155 million, is it not? That is the 
amount allocated to power. 

Mr. Gerves. I would like Mr. Bonner to answer that. 

Mr. Enews. All right. 

Mr. Bonner. That is correct, $155 million is the power allocation 
for the Trinity project. 

Mr. Enetp. Do you think it is a true partnership where you pick 
up $55 million where the power investment is $155 million ? 

Mr. Bonner. Mr. Engle, we not only relieve the Government of the 
$55 million, but our payments also pay off the $94 million balance allo- 
cated to power, leaving only $74 million to be repaid by the Govern- 
ment. 

Mr. Enoetr. And your repayment of $4.6 million amounts to what, 
about 3 percent interest on the remaining power investment, does it 
not / 

Mr. Bonner. Would you repeat that? The $4.6 million annual 
falling water payment? 

Mr. Ener. Adds up to repaying the balance of power allocation 
at 3 percent interest. Is that not right? ‘ 

Mr. Bonner. That is correct, and also creates the additional $165 
million surplus. It more than pays the power allocation with interest. 

Mr. Enete. That is a very good investment; is it not? Commercial 
money is what, 5 or 6 percent 

Mr. Bonner. We earn a return of about 6 percent, but our borrow- 
ing costs are less than that. 

Mr. Enate. I heard testimony here—in other words, this boils down 
to putting in the powerplant for $55 million and getting the benefit 
of a power investment by the Federal Government of over $100 mil- 
lion, which boils down to a loan to the Pacific Gas & Electric Co. at 
3 percent interest. 

Mr. Bonner. May I point out to you, Mr. Engle, that if the Federal 
Government builds the pow erplants, there will be a loss to the project 
over the repayment period in reduction of Central Valley Project sur- 

lus revenues of about $160 million. Mr. Gerdes mentioned $120 mil- 
ion yesterday, which was a conservative figure. But from Bureau re- 
ports, it can be shown that there will be a loss due to Federal Trinity 
of $160 million. 

Mr. Encore. Not if we raise the rates, and we have $114 million sur- 
plus now. Do you think we should raise the rates under those condi- 
tions ? 

Mr. Bonner. If you want to raise the rates and get the same bene- 
fit as from partnership you are going to have to raise your rates about 
1.7 mills. 

Mr. Enexe. Did not the Secretary of the Interior say it will be 0.9 
mill ? 

Mr. Bonner. I am speaking of all the benefits, not only additional 
revenue, but the taxes we would pay. 

Mr. Gerves. But may I point this out, Mr. Engle, that as I men- 
tioned yesterday, the power from Trinity will cost the United States 
Government 7.3 mills a kilowatt-hour, according to the report that I 
referred to. 
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Now, if you raised the rates, say, 1 mill on top of an average of 4.6 
and made it 5.6, you would still lose over a mill and a half a kilowatt- 
hour on all the power coming from Trinity. 

Mr. Enere. What will it cost you on the North Fork Canyon on 
Kings River? 

Mr. Gerpes. It will cost us approximately, and this is based upon 
the showing regarding the project at the time it was authorized by 
the California Public Utilities Commission, as I recall the record—it 
will cost us, when fitted into steam support, approximately 714 mills 
per kilowatt-hour based upon system load factor. And that is just 
about what it costs in California today to generate power by steam, 
assuming construction by a taxpaying agency. 

Mr. Eneir. You added in steam support and pooled it and took 
credit for coordinated system operation; the fact is, is it not, that 
some of your plants cost more and some cost less; you have some that 
operate very cheaply, and you put them into a package and come out 
with a uniform rate; is that not right? 

Mr. Grrves. The plants we constructed many years ago cost less, 
and the plants that we are constructing today cost a great deal more; 
that is correct. 

Mr. Enate. It is common practice to pool the power; is it not? 

Mr. Gerves. We pool the power; that is correct. 

Mr. Enete. I might say to my friends from the Upper Colorado 
Basin that Glen Canyon has a power rate of about 4 mills, some of 
those projects run 7 and 8, but they come out with a system rate of 
around 6 mills. 

Mr. Saytor. Will the gentleman yield to me for a question? 

Mr. Enote. Yes. 

Mr. Sayuor. Is the Central Valley project a power-producing 
project? I was under the impression, and I think most of the people 
in the country were under the impression, that the Central Valley 
was an irrigation project. 

Mr. Encue. It is and it produces power. 

Mr. Saytor. If that is the case, let us not compare an irrigation 
project with a power propect. It is like comparing a horse and rabbit. 

Mr. Eneir. We have been comparing them for 2 days. 

Mr. Sartor. That is just the trouble, you are trying to make a 
power project like TVA out of Central Valley. I think one of the 
things the committee has to decide is whether or not you are going 
to have another TVA out there or continuing Central Valley as an 
irrigation project. 

Mr. Encir. Without arguing the point, I do not see anything 
wrong with TVA. 

Mr. Sartor. Some of the rest of us do. 

Mr. Epmonpson. Very few people in Tennessee Valley see any- 
thing wrong with it, including the bank earnings. 

Mr. Asprnauu. Let’s keep our remarks to the issue. 

Mr. Enetr. If you turn to page 8 of House Document 94, table 1 
shows a surplus in Central Valley project of about $114 million under 
all-Federal development. Then there is a footnote: 

For comparison these two figures require an adjustment. Under all-Federal 
development at the end of the 50-year payout period of the Federal Government 
would own outright the fully amortized and operative Trinity River division 
power facility, an equity of substantial value. Under joint development, the 
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Federal Government could acquire this equity only by paying to the company 
its remaining investment plus severance damages. The effect of the required 
adjustment would be to reduce the difference in surpluses shown above. 

It means, in effect, you have to take something off because of this 

55 million, does it not, Mr. Gerdes ? 

Mr. Gerves. The answer is “Yes.” But we have made a study of 
this severance damages that you have referred to. As a matter of 
fact, H. R. 6997 sex verely cuts down the severance damages as provided 
and allowed by the Federal Pow er Act. The way the bill is written 
now, it has virtually no value to us in the way of severance, as we see it. 

We have also calculated out the recapture value that would remain 
under Federal Power Commission rules. As we estimate it the total 
severance damages and the recapture costs at the end of 50 years would 
not exceed $10 million. We are willing to stipulate that in no case 
will we receive more than $10 million. 

Mr, Eneir. Would you put that in the agreement? 

Mr. Gerpes. I will put it in the agreement. 

Mr. Eneie. And amend the agreement to that effect ? 

Mr. Gerpes. Yes. 

Mr. Eneir. Well, we are getting quite a few amendments stacked 
up here. 

Now I thought it was significant that—as I recall your Big Bend 
operation, you recall that, “where you built a project. in 1907 for $7 
million and when the Feather River was going to flood it, you wanted 
$33 million for those facilities. 

Mr. Gerpes. That was a project that was built back, as I recall it, 
around 1906 or 1907. We are the fee owner of the land; we also own 
exceedingly valuable water rights. The figure that you refer to 
represents present value and, if it is taken away from us, we are en- 
titled to it. But, under the Federal Power Act and under the bill we 
have here, it is impossible to realize any appreciation in value. 

Mr. Enotes. The bill cuts off severance damage on the powerplant 
but not on the transmission facilities which is about half of it; is that 
not right ? 

Mr. Gerves. I do not follow that. It says severance damages on 
the transmission lines. But I am willing to stipulate that the total 
of severance damages, plus recapture costs, will not exceed $10 million. 

Mr. Encore. I though it was significant, i in the San Luis testimony 
the other day, that off. peak facilities not proposed in the original pro- 
gram recommended by Interior have now been proposed to cost $55 
million. Am I correct in my assumption that the Federal Govern- 
ment, the Interior Department, wants the P. G. & E. to build the 
powerhouse s on Trinity for $55 million and then goes down and puts 
$55 million on the San Luis so that off-peak facilities can be used in 
order to accommodate the project to the power requirements? 

Mr. Gerves. I cannot verify those figures, but I know there is in- 
creased capital costs if the San Luis facilities are expanded to permit 
it to use off-peak power. But the reason that they would propose to 
do that is because the Government can produce more dependable 
power and receive greater revenues and thus save money by using 
off-peak power, just as the State engineer, in reviewing the Feather 
River project in California, made a report that the use of off-peak 
power for pumping in connection with the Feather River project 
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would save the State very large sums of money. We are willing to 
apply that same principle to the San Luis pumps. 

Mr. Sisk. Would the gentleman yield? 

Mr. Enate. Yes. 

Mr. Sisk. Mr. Gerdes, is it not a fact that under the original pro- 
posal to construct San Luis, the figure in our previous “hearings, 
was $229 million, then all of a sudden after we come up here with a 
study where the P. G. & E. contemplated this new partnership pro- 
posal, the price immediately jumped on San Luis for capital construc- 
tion to $305 million. So I am wondering a little bit if you can 
answer as to the difference in investing $55 million by the Government 
in a powerplant at Trinity as against what amounts now to $75 
million additional costs on San Luis? 

Mr. Gerpes. Mr. Sisk, I am not familiar with the details of the 
report on San Luis. I believe those increased costs may represent in 
very substantial part the increases in prices that have taken place in 
the meantime. I am just unfamiliar with that. 

Mr. Aspinatn. May the Chair suggest that that is a question that 
should be directed to the Department. 

Mr. Sisk. Mr. Chairman, I hope later to have some questions be- 
cause I think this has a bearing on the whole question as to what hag 
suddenly happened with reference to the Department’s position on 
construction of the San Luis since we got involved in an attempt to 
justify a partnership proposal of P. G. & E. 

I hope later I may have the opportunity, and I thank the gentle- 
man for yielding. 

Mr. Encie. I am going to ask one more question and then let some- 
body else ask questions. 

Mr. Gerdes, as I understand, the proposal on the San Luis, we swap 
kilowatt for kilowatt with the Trinity and that would use up about 
180,000 kilowatts; would it not ? 

Mr. Gerves. I will ask Mr. Bonner to answer that question. 

Mr. Bonner. I think, Mr. Engle, when you refer to 180,000 kilo- 
watts, you are talking of on-peak capacity required under an on-peak 
operation of San Luis. 

Now, the trade will be kilowatt-hour for kilowatt-hour not kilo- 
watt for kilowatt. 

Mr. Eneie. And how much of the Trinity power will that use up? 

Mr. Bonner. It won’t be Trinity power because it will be off-peak 
power from our system, generated in steam plants which are normally 
idle at night and that is why we can trade this off-peak energy. The 
plant is there and would operate os night when our load is down and 
when the plant would otherwise be idle. If the Bureau required ad- 
ditional energy over and above the exchange energy for reasons of a 
dry year or other conditions, we would sell that power at our actual 
cost of fuel plus a small charge for operation and maintenance during 
the off-peak hours and that is how it comes about, because otherwise 
the steam plant would be idle and we can do that. 

Mr. Eneie. How much power would be involved in the exchange 
with Trinity ? 

Mr. Bonner. I would have to look that up. 

Mr. Encore. Give us the figures just roughly. 

Mr. Bonner. The Bureau will serve most of that load itself when 
it is releasing irrigation water and generating energy. The only time 
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this exchange takes place is when the Bureau otherwise would have 
to release water from Shasta or Folsom for strictly power purposes 
for project pumping energy and that is when we would supply the 
power during the off-peak hours. 

Mr. Enetr. It is true, is it not, that if the San Luis project is con- 
structed, and counting the power for pumping Trinity water, all pref- 
erence customers except the Sacramento Municipal Utility District 
would have to get off the line, is that not right ? 

Mr. Bonner. That is what is shown in the Bureau reports and 
letters to you, that they would choose to serve that customer, and I 
realize they have a long-term contract with the district. 

Mr. Enerz. Do you know how many Federal agencies there are in 
California today using power ? 

Mr. Bonner. You mean Central Valley power? 

Mr. Enate. Yes, or using any power that could be served a Federal 
agency as a preference customer. 

Mr. Bonner. They are listed in committee Print 13 in the Depart- 
ment’s letters to you. 

Mr. Enetr. We have the whole list of them and their powerloads 
and we expect to deal with that later. But what I would like to ask 
is this : Is it not a fact—— 

Mr. Bonner. There are approximately 12 listed. 

Mr. Enetr. Yes, I have one letter here from the district public 
works officer of the 12th Naval District which shows the differential 
between Central Valley Power costs and P. G. & E. costs projected for 
the present loads would be over $500,000 a year and this is for only 
about 25,000 kilowatts. 

Now, what I am asking is this: Reference has been made to $165 
million in surplus. If the Federal Government is going to have to 
turn around and buy power at P. G. & E. rates to take care of its own 
installations and its own pumping requirements, what is going to 
happen to this so-called surplus? 

I am getting back to the proposition of selling your own corn 
crop and then buying it back at twice the price to feed your own hogs. 

Mr. Gerves. Mr. Engle, you have lumped the preference custom- 
ers along with the project pumping plants. Asa matter of fact, the 
existing Central Valley project, as you well know, has an rae 
production of over 214 billion kilowatt-hours a year. And all of the 
San Luis pumping, as I understand it, ultimately will take about 
750 million kilowatt-hours a year. The present pumping plants of 
the Central Valley project will ultimately require 400 million kilo- 
watt-hours; so there is an enormous balance of about 2 billion kilo- 
watt-hours that will be available there to serve the San Luis pumps. 
They have a prior right, as I understand the law, to the power from 
the Central Valley project. 

Now, so far as the added costs of the Federal Government, if they 
buy power from a taxpaying system, you have to, of course, offset 
the tax revenues that the Government will get under our proposal. 

Mr. Bonner. Mr. Engle, you referred to the 12th Naval District, 
I believe. 

Mr. Enate. Yes. 

Mr. Bonner. Based on the cost of Trinity Power of 7.3 mills as 
set forth in the report in the Senate hearings on the authorization 
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bill for this project, the cost to the Government at that rate to serve 
12th Naval District would be $3814 million at a loss of $814 million 
in order to save approximately $25 million over the company rate 
which you referred to. 

Mr. Encore. That does not seem right to me. We have a rate of 
414 mills in Central Valley project which currently produces a sur- 
plus of $114 million with the Trinity thrown in. 

Mr. Gerdes, would you agree with me that if the project pumping 
requirements are such that we have to cut off Federal agencies from 
the use of this power and buy it back at twice the rate it is a bad 
business propositon for the Government ? 

Mr. Gerves. No; I would not say so. I do not know why there is 
anything wrong with the Federal Government buying power from 
a private enterprise in California any more than there is anything 
wrong with the Federal Government buying power from private 
enterprise, in Washington, D.C. 

Mr. Enate. I do not argue that the Government cannot buy power 
from a private outfit. I am just adding up the dollars. That is all, 
Mr. Chairman. 

Mr. AsprnaLu. The Chair recognizes the gentleman from Nebraska, 
Dr. Miller. 

Dr. Miuuer. I notice in the hearings of yesterday, Mr. Chairman, 
that the question of the REA’s came up. The gentleman from Okla- 
homa brought up the question of the REA’s in the area. Does your 
company serve REA districts in the area ? 

Mr. Gerpes. We do not have any REA’s in the territory of the 
P. G. & E. Co. There is one REA up in a remote mountain area on 
the fringe of our territory called the Plumas Sierra. 

The records show that the Rural Electrification Administration bor- 
rowers in 1955 paid an average of about 2.7 cents per kilowatt-hour. 
The Pacific Gas & Electric Co. average revenue from farm electric 
sales in that year amounted to 1.35 cents per kilowatt-hour, or about 
half of the rate that REA borrowers paid. 

Dr. Mituter. The REA’s in the area getting service from Central 
Valley, would they be adversely affected by this Trinity bill? 

Mr. Gerpes. There is only one and, as I said, it is way up in a remote 
mountain area and we are serving that by wheeling. 

I may say when I speak of REA’s, the Sacramento Municipal Utility 
District—perhaps I should mention they are not an REA—have bor- 
rowed from the United States Government $23 million of REA 
money at 2 percent interest. 

Dr. Minter. That is what is called SMUD? 

Mr.Gerpes. ThatisSMUD. That is my information. 

Mr. Sartor. Will the gentleman yield for one question ? 

Dr. Mitier. Yes. 

Mr. Sartor. SMUD isnot an REA, is it? 

Mr. Gerpes. It is not an REA, but I understand that they have 
borrowed that money from the Rural Electrification Administration. 

Mr. Ener. Will the gentleman yield to me? 

Dr. Miniter. Yes. 

Mr. Enote. It is true, too, is it not, that the P. G. & E. Co. received 
the second largest writeoff in the Nation, amounting to some $270 
million on fast tax writeoff ? 
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Mr. Gerpes. May I say, in connection with that subject, that as I 
understand the rapid tax amortization, the purpose of that law was 
to induce industry and utilities to construct additional plants to meet 
the defense needs of the area. The project had to be completed by 
December 1, 1958, to qualify. The P. G. & E. Co., during the year 
1958, is planning to complete 685,000 kilowatts of capac city. ‘Our 
load growth for the year is estimated to be in the order of 250,000 
kilowatts to 300,000 kilowatts. So there is approximately 400,000 
kilowatts of capacity—over and above what our loads will need— 
which we are constructing in compliance with the request of the 
Government agency that the Congress delegated to administer the 
law regarding amortization certificates, 

Mr. “Asprnatu. If the gentleman will yield to me, now if we are 
going to take time to explain all the benefits that the Government gives 
to all of us for one reason or another we will be here all year. 

Dr. Miter. I would like to avoid that if I can. 

As far as tax writeoffs and fast amortization, that is not a new thing. 
It has been done hundreds and hundreds of times for all types of 
businesses. 

Mr. Gerves. That is right. 

Dr. Miter. There is nothing wrong with that. 

The thing that bothers me a little bit is your statement relative to 
the cost of power, 4.6 mills per kilowatt- hour, and the sale of Trinity 
power. Thus at a cost of 7.3 mills, the Government would jose an 
average of about 2.7 mills. 

Do I understand that the Federal construction of Trinity would cost 
7.3 eee itely ? 

Mr. Gerpes. That is what a report filed with the Senate committee, 
which held heari ings in 1955 showed. The report was prepared by the 
Bureau and concurred in by representatives of the State of C alifornia 
and the P. G. & EF. and the committee staff. 

The chairman of the committee asked us all to get together and agree 
on the amount. 

Dr. Mitier. The gentleman stated yesterday, I believe in the testi- 
mony, that about three-fourths of the present power output of Central 
Valley goes to the Sacramento area. Is that correct? 

Mr. Gerpes. The firm power; yes. 

Dr. Mriier. Firm power. Does that go there at 4.6 mills? 

Mr. Gerves. For fiseal 1956, as I recall it, SMUD paid about 4% 
mills, if my memory serves me correctly. 

Dr. Mitter. Then if they were to participate in the Trinity River 
project at 414 mills someone would be losing some money on the de- 
velopment. If I were Sacramento, I would want to get it as cheaply 
as IT could. I think they are driving a good hard bargain. 

But who makes up the difference when they buy power at less than 
the cost of production ? 

Mr. Gerpes. In this particular case, it would be the water users and 
the taxpayers. 

The water users for the future would have that much less surplus 
in Central Valley project to utilize for additional irrigation develop- 
ment. 

Dr. Minter. I am just reading the Central Valley legislation or law, 
section 2, on page 7: 
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Provided further, That the entire Central Valley project of California heretofore 
authorized to be established— 


and goes on— 
for the reclamation of arid and semiarid lands— 


and so forth. 

Do power revenues then help pay presumably for some of the re- 
clamation projects? And if so, how could they help to pay for re- 
clamation projects if you are going to lose money on all of f be power 
that is generated ¢ 

Mr. Gerpes. Obviously, Trinity River power cannot help. That is 
why I said in my statement that Federal Trinity power would ride 
on the back of reclamation. 

Dr. Mitxer. It seems to me that the reclamation districts affected 
by this are going to have some interest as to whether power is going 
to help carry some of the expenses of irrigation. Of course, the irri 
tors must pay what they are able to pay, but here before power ie 
been one of the means of helping to carry some of that cost. 

I think the law so states quite plainly, that power should carry 
some of the costs of irrigation. 

Mr. Encie. Will the; gentleman yield ? 

Dr. Miter. Yes. 

Mr. Ener. Well, it does as a matter of fact. I said the other day 
the power revenues on the Central Valley project are picking up about 
one-third of the capital cost of the irrigation features of the Central 
Valley project in addition to the $114 million surplus in this project. 

Now, on what basis could the Secretary raise the rates? It operates 
as a unit. 

Mr. Ruoves. I have been hearing $114 million. Who built up the 
surplus? Was the preference customer or P. G. & E. taking that 
power. 

Mr. Enotes. That is under all-Federal development. If you look at 
page 9 of House Document 94, the schedule is there. In other words, 
this project is Just reeking with powerhouses and profit and, under 

reclamation law, the Secretary is supposed to provide electric power 
and energy at the lowest possible cost. 

Mr. THomson. Will the gentleman yield to me there? 

Mr. Enate. Dr. Miller has the time. 

Dr. Mitier. As long as all these people want me to yield, I think I 
will yield my time. 

Mr. Asprnati. The Chair recognizes the gentleman from North 
Carolina, Mr. Shuford. 

Mr. Suurorp. I reserve my time. 

Mr. Asprnatu. The gentleman from Pennsylvania, Mr. Saylor. 

Mr. Saytor. Have you ever seen anyone challenge the statement 
that you have made which appears in the Senate hearings that the 
cost * Trinity Power is 7.3 mills per kilowatt-hour ? 

Mr. Gerpes. The only person I have heard challenge it is my associ- 
ate here, Mr. Bonner, and he thinks it is higher now since the time 
this report was made. This report was m: ide in 1955 and he signed it. 
Since then, the costs have gone up quite a bit. He thinks it is higher, 
but we have no way of figuring it. 

Mr. Suvurorp (presiding). Mr. Saylor? 
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Mr. Sartor. Let me go back a little bit and ask a few questions to 

get them into the rec ord. 

I would like to ask you a few questions with regard to the company 
you say you represent. Is the P. G. & E. Company a corporation ? 

Mr. Gerves. That is correct. 

Mr. Sartor. Where is it incorporated ? 

Mr. Gerpes. California. 

Mr. Saytor. Where is its home office ? 

Mr. Gerpes. San Francisco. 

Mr. Saynor. Is the P. G. & E. Co. under the jurisdiction of the Pub- 
lic Utilities Commission of the State of California ? 

Mr. Gerpes. That is correct; and also under the Federal Power 
Commission. 

Mr. Sartor. Now, does it publish an annual statement as required 
by law @ 

Mr. Gerves. It does. 

Mr. Sartor. Do you have the last annual statement or is it available 
to the committee ? 

Mr. Gerves. I have the last annual report to our stockholders avail- 
able. 

Mr. Saytor. Has that been published throughout the State of Cali- 
fornia? 

Mr. Grrpres. Excerpts of it have been published, parts of it, not 
in its entirety. It is sent to all stockholders. 

Mr. Saytor. Do you serve any area outside of the State of Califor- 
nia ? 

Mr. Gerves. No. 

Mr. Saytor. How many stockholders do you have? 

Mr. Gerves. Approximately 225,000. 

Mr. Sartor. Do you have any idea where those stockholders are 
located ? 

Mr. Gerpves. Approximately two-thirds in number are located 
California, as I recall it. 

Mr. Sartor. Do you have any idea what the average holding is of 
those 200,000 stockholders? 

Mr. Gerpes. The average number of shares per stockholder of all 
common and preferred is 140 shares; the average number of shares per 
individual common-stock holder is 81 shares. 

Mr. Sartor. That is 81 shares? 

Mr. Gerpes. Yes, sir. 

Mr. Saytor. Do you have any idea how many customers you serve 
in the State of California ? 

Mr. Gerpes. We serve nearly 1,800,000 electric customers and 
1,500,000 gas customers, as I recall it. 

Mr. Sartor. Do you have any idea what percentage of the people 
in the area that you serve are served by P. G. & E.? 

Mr. Gerpes. Over 90 percent. 

Mr. Sartor. I have heard a lot of comment made here with regard 
to a report by the Comptroller General of the United States complain- 
ing about certain features of certain contracts that P. G. & E. have 
with the Government. If I read this report correctly, the first con- 
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tracts he refers to were signed by your company about April of 
1951. Is that correct? 

Mr. Gerves. That is correct. 

Mr. Saytor. And the principal thing he refers to in that contract 
is it isan unfair charge on wheeling, is that right ? 

Mr. Gerves. I do not know which he thinks is the principal thing. 

Mr. Saytor. Let me ask you this: Who was the Secretary of Inter- 
ior in 1951? 

Mr. Gerves. I think I mentioned that for the record yesterday. It 
was Mr. Oscar Chapman. 

Mr. Sartor. Who was Commissioner of Reclamation that year, if 
you recall ? 

Mr. Gerves. That was Mr. Michael Straus. 

Mr. Sayvor. I am asking for your personal opinion: Did you ever 
hear anybody say that Oscar Chapman or Michael Straus ever gave 
anything to any public utility under any circumstances? 

Mr. Gurves. I have never heard anybody say that. 

Mr. Savior. The reason I ask that question is that I have been a 
member of this committee since 1949 and the impression that I have 
gained throughout the entire years has been that Mr. Straus was the 
greatest man to look after the money that came from these reclamation 
projects and opposed to all public utilities that ever came down the 
pike. I just cannot imagine what has happened, because it seems to 
me that the gentleman from California, Mr. Engle, was also the Con- 
gressman from that district and I never heard him complain in all 
of these years about Mr. Straus wanting to give anything away to the 
public utilities before. 

Mr. Epmonpson. Will the gentleman yield? 

Mr. Saytor. I have sat patiently here and listened to Mr. Engle ex- 
pound here for some time about this tremendous contract. He is now 
making a great to-do about the report of the Comptroller General. 

Let me ask you another question. 

Mr. Enate. Will the gentleman yield to me? 

Mr. Sartor. In justa ‘minute I will. 

Is there any other utility eg customer or anyone else that 
could prov ide the service to the a that your company, under the 
contract that it has with the Gacoien of Reclamation, provides? 

Mr. Gerpes. No. Without our contract, the Bureau could serve only 
the Sacramento Municipal Utility District and a very few others, and 
it is doubtful that they could serve them because they would not have 
steam support and I do not believe SMUD would take service without 
our contract backing it up. 

Mr. Sartor. Do you know whether or not there is any steam generat- 
ing plant that is any part of the Central Valley project at this time? 

Mr. Gerves. No. 

Mr. Sartor. The only steam power in that area 

Mr. Asprnatu. The answer was not responsive to the question. 

Mr. Gerves. I am sorry, Mr. Chairman. I did misanswer the ques- 
tion. There is no such plant. I am sure I know. 

Mr. Sartor. What would happen, Mr. Gerdes, if this terrible con- 
tract which the Comptroller General says you have was torn up today ; 
what would be its effect upon the Central Valley project ? 
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Mr. Grrves. Well, it would stop them from serving all but a very 
few preference customers and, of course, then, the power would be 
available to the P. G. & E. Co. 

Mr. Encir. Now will the gentleman yield? 

Mr. Sartor. Yes; I will yield. 

Mr. Enere. The answer is the Federal Government would build a 
steam plant to firm its own power, which has been consistently op- 
posed by P. G. & E. before the committee for years. 

Mr. Saytor. I knew it was in the background and I have just been 
trying to smoke it out. That is the very purpose I asked these ques- 
tions and Mr. Engle has at last answered it: that if this committee 
does not approve this joint partnership venture, the plans are that 
they will build a steam plant. 

Now, the very nature of the Central Valley project is that it is for 
reclamation, and that they are trying now to turn it from a reclamation 
project into a power project. 

Mr. Ruopes. You mean agra TVA, don’t you? 

Mr. Saytor. Another TVA in California is what we are faced with. 

Mr. ee a Will the gentleman yield? 

Mr. Sartor. Now I will yield to the gentleman from Oklahoma. 

Mr. Ep onpson. Tf the original contract with P. G. & E. in Cali- 

fornia, which I understand has since been renegotiated, was negoti- 
ated for the Government by Mr. Chapman and Mr. Straus, and dis- 
advantageous to the Government as developed later, the fact that 
Mr. Chapman and Mr. Straus had a part in its authorship would not 
make it smell any better to the gentleman from Pennsylvania, 
would it? 

Mr. Sartor. I do not know that I have ever mentioned anything 
with regard to Mr. Straus or Mr. Chapman’s odor. I just disagree 
with their philosophy, that is all. But I can say this in all sincerity: 
that Oscar Chapman and Mike Straus, when they entered into that 
contract, thought they were doing the best thing possible for the 
Federal Government. 

Mr. Epmonpson. Will the gentleman yield further on that point? 

Mr. Sartor. Yes. 

Mr. Epmonpson. I think, as a matter of fact, Mr. Chapman’s own 
view on the subject, I have been told, that was the only way that they 
could dispose of that power at that time was by that contract. 

Mr. Sartor. That is right. And as has just been specified by the 
witness on the stand, they are still the only persons that can buy the 
power. 

Thatisall. I reserve the balance of my time. 

Mr. Asprnatu. The gentleman from Oklahoma, Mr. Edmondson. 

Mr. Epmonpson. Mr. Gerdes, I just wanted to ask you two related 
questions. In the first place, to get an equivalent production of power 
with a steam plant, the amount of power equivalent with what you 
are going to get in this contract, how much investment would be 
required ? 

Mr. Grerpes. My associate, an engineer, Mr. Bonner, tells me about 
$5314 million. 

Mr. Epmonpson. About $5314 million ? 

Mr. Grrpes. That is what he tells me. 
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Mr. Epmonpson. Would provide a steam plant that would give you 
the same amount of power? 

Mr. Gerves. The same amount of dependable power. 

Mr. Epmonpson. The same amount of dependable power. Would 
there be any difference in advantage to the company in having this 
on a falling-water basis rather than on a steam-plant basis? 

Mr. Gerves. The whole concept of the price we quoted for falling 
water was to attempt to make it exactly the same financially. 

Mr. Epmonpson. It is going to take approximately $56 million to 


get the falling water and you could get the same amount of power, 


with no difference in advantage to the company, for $5314 million 
with a steam plant? 

Mr. Grrves. Well, you see, with the steam plant you have got some 
other costs. You have got to burn fuel in a steam plant and that is 
where that comparison is not appropri: ite. 

Mr. Epmonpson. Then your $5314 million is initial investment, to 
which should be added other cost items? 

Mr. Gerves. Of course, with the hydroplant you have the water, 
for which we would pay this falling-water charge. But with the 
steam plant, in order to generate power, you have to pay the fuel plus 
the operating expenses of the plant. 

Mr. Epmonpson. How much difference would there be in the cost for 
a kilowatt produced for the company in this $5314 million steam 
plant and in your $56 million falling water ? 

Mr. Gerves. As a matter of fact, our falling-water payment alone 
will be 3.9 mills a kilowatt-hour. That is for the falling water alone. 
When we add our investment it will come out to about a cent. 

Mr. Eomonpson. About 1 cent? 

Mr. Gerpes. About 1 cent a kilowatt-hour that we will be in effect 
paying for Trinity power. But it is very low load factor power and 
we can fit it into our load in a way that it will give us the equivalent 
of around 714 mills a kilowatt- hour, which represents today the cost 
of generating power at system load factor in California by steam 
plant. 

Mr. Epmonpson. I was trying to determine in my own mind why it 
would not be more advantageous to you to build a $5314 million 
steam plant than to purchase this falling water and face the problem 
which you would face in dry years of a dependable supply of elec- 
tricity. 

Mr. Gerpes. It works out just the same. It is the fuel costs that 
enter in, fuel plus the operating expenses of the steam plant; it works 
out just the same. 

I would be glad to have our engineer go over it with you, Mr. Ed- 
mondson or anyone else of the committee, the mechanics of the way 
he worked it out. It is pretty complicated. 

Mr. EpmMonpson. Just a final question. I want to be satisfied in 
my own mind. A few moments ago, when I asked you what you were 
going to realize from this investment of $56 million in terms of net 
income to the company after taxes, I believe I was answered that it 
would figure out to $2,637,000 per year, or a total of $131,850,000 net 
to the company after taxes from this investment; is that correct, over 
the 0-year period ¢ 
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Mr. Gerves. If you multiply it by 50 years, that is quite right. 
And what that represents is the approximate reasonable return that 
the California commission we estimate would allow us to earn on that 
amount of capital invested for public service in California. And, of 
course, in order to do that we have to pay, as you know, interest, pre- 
ferred-stock dividends, and common-stock dividends. 

Mr. Epmonpson. One further question, Could you expect over a 
50-year period from a $5314 million investment in a steam plant ap- 
proximately the same amount of return, around $131 million, for the 
company? Or would your fuel costs be so high the figure would be 
much lower ? 

Mr. Gerpves. No; the return would work out just about the same. 
A little less, Mr. Bonner tells me, but approximately the same. Be- 
cause fuel costs are just an =e ating expense to us, just like the fall- 
ing-water payment woul | be just an operating expense, and we do 
not get any return, we do not get any profit on that. 

The only way that the P. G. & E. Co. makes any profit is by earning 
a reasonable return upon the capital that we invest in facilities that 
are used and useful for the public service. 

Mr. Epmonpson. When you get down into your income figures, 
summed up for the two comparative projects, the real advantages then, 
to negotiating this contract for the company are the convenience of 
the type power that it will provide, plus the fact that the power would 
go into a private system and not into possible competitive public power 
channels, is that correct ? 

Mr. Gerves. This whole thing was estimated so that we would get 
no overall financial benefit over a steam plant. 

We made this offer in accordance with our policy of cooperation in 
public water developments and we felt a much greater public good 
could be acc omplished by having this partnership or joint developme nt 
proposal, whichever you prefer to call it—much greater benefit could 
be provided for the public and at no cost to the company. We have 
made many similar offers to irrigation districts. I refer to this tri- 
dam irrigation project and others comparable. 

Mr. EpmMonpson. No further questions. 

Mr. Asprnatyi. The gentleman from Utah, Mr. Dawson. 

Mr. Dawson. Mr. Gerdes, what is the approximate return on your 
investment that the Public Utilities Commission of California allows? 

Mr. Gerpes. In the last electric-rate case we had we were allowed 
5% percent. 

Mr. Dawson. Then assuming that you did get a windfall at the end 
of this contract and you found that you made more money than you 
anticipated making; who would benefit ? 

Mr. Gerpes. Well, there would not be any windfall at the end of the 
contract, it would be year by year. The Public Utilities Commission 
would check us up every year, as they do, and if our earnings went 
above an allowable return we would have to reduce our rates; so if 
there were any advantages, which the basic theory of our proposal 
does not Contemplate — Sat if there were financial advantages, that 
would be translated into lower electric rates 

Mr. Dawson. To the people of California? 

Mr. Gerpes. To the people of California. 
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Mr. Dawson. Referring again to this contract that was entered into 
in 1951, if you reaped an undue profit on that, we will say, who would 
get the benefit ? 

Mr. Gerpes. That has already gone to the ratepayers of California. 

Mr. Dawson. So, in other words, the citizens of California are 
getting the benefits of any profits that you make on these deals over 
and above 5 point something percent ? 

Mr. Gerves. That is cor rect. Of course, as you know, I do not agree 
with the idea that we have made any so-called excessive profits as ; the 
Comptroller General mentions in his report, and they are relatively 
small in amount compared with the total transactions involved, but if 
there were any it has already gone to the ratepayers. 

Mr. Dawson. Of California? 

Mr. Gerpes. Of California. 

Mr. Dawson. You say that you make no profits whatever on the 
an of falling water; is that right? 

Mr. Gerves. That is correct, the same w ay we do not make any 
profit on our wage bill and materials. 

Mr. Dawson. In other words, the falling water is a purchase of a 
commodity just as the purchase of diesel ‘oil to operate your steam 
plants would be? 

Mr. Gerves. That is the way it would be required to be set up under 
the rules of the California Commission. 

Mr. Dawson. And you set that up on your books as commodity 
purchase ? 

Mr. Gerves. Yes. 

Mr. Dawson. You are entitled to a fair return on your capital in- 
vestment in your facilities? 

Mr. Gerves. That is correct. 

Mr. Dawson. So the statement that I made the other day that 
you get no profit whatever on the falling water is correct ? 

Mr. Gerves. That is correct. 

Mr. Dawson. That is all, Mr. Chairman. 

Mr. Asprnati. The gentleman from California, Mr. Sisk. 

Mr. Sisk. Thank you, Mr. Chairman. 

Mr. Gerdes, I want to explore with you for a moment the effect upon 
the economic feasibility of the San Luis project if this partnership 
proposal is entered into. 

You made certain statements in a letter signed by you and addressed 
to the chairman of this committee, Mr. Engle, on January 16. They 
are rather vague as to what price and so forth that power would be 
delivered at. Can you give me something concrete as to the cost of 
that power delivered to the pumping plant at San Luis under the 
pestnership proposal which you have before this committee now for 
Trinity ? 

Mr. Gerves. In the first place, we would exchange offpeak energy 
for operation of the San Luis pumps kilowatt-hour for kilowatt- hour. 
Whatever the Government wants to charge, or allocate, to San Luis, 
why that will be allocated and that will take care of most of the power 
demands of the San Luis pumps. Then if there is additional power 
that is required, it would be covered by the sentence in our letter of 
January 16, which reads: 

In any year when there is insufficient project power to meet pumping require- 
ments under the exchange arrangement, we are willing, as part of our Trinity 
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partnership proposal, to sell offpeak energy for project pumping at our incre- | Sa 
mental cost. tor 
Perhaps that word “incremental” cost is not thoroughly clear to you. ing 
What we were trying to say was our “out of pocket” costs, which tra 
means the costs of fuel in our steam plants incurred in order to gen- 
erate power that we would serve to the San Luis pumps plus a rela- is | 
tively small amount to cover the operation and maintenance that bec 
would be applicable to running those steam plants. At present prices er’ 
it would approximate 3.2 mills a kilowatt-hour. ab 
Mr. Sisk. The power you have in mind is all offpeak power ¢ th 
Mr. Gerpes. That is correct. With respect to onpeak power, of 
course the Central Valley project already has, as you know, 450,000 scl 
kilowatts of dependable power under our exchange arrangement, and nu 
the Government, if it wants to, can use all that it needs of that so- th 
called dependable power to run the San Luis pumps. 
Mr. Sisk. The point that I am trying to get at is what price you 
will commit yourselves to deliver firm power to San Luis in case we de 
build San Luis, for around-the-clock pumping. At what price does on 
the P. G. & E. propose to deliver that to us? th 
Mr. Gerves. We did not cover that because the Central Valley Proj- in 
ect Act, as has been pointed out, provides that the project is for the 
primary purpose of irrigation; and obviously and under the law, in 
my opinion—I used to be a lawyer, inc ‘identally, so 1 guess I am justi- 
fied in saying that—the power must first be used by the Central Val- 
ley project for its own pumping. So the San Luis project is thereby 
assured of all of the firm power that it needs out of the existing units th 
of the Central Valley project. That includes, as you know, Shasta, W 
Keswick, Folsom, and Nimbus. 0] 
Mr. Sisk. You still have not answered my question, though, en- T 
tirely, because we know that if you construct the powerhouse at Trin- q 
ity, based on the figures which I have seen, it is going to substantially 
reduce the available power for project pumping and then, in addition E 
to that, there are commitments which you know, the contracts exist- r 
ing, and also looking into the future for additional amounts of power t! 
committed, for example, to SMUD and preference customers, which st 
would indicate that of necessity we must depend, if you construct the Q 
powerhouses, upon P. G. & E. Co. and their charges in order to make 8 
the San Luis project feasible. That becomes a very important thing c 
then in this whole problem, Mr. Gerdes, and your answers I do not 
think are definite at all. Incremental costs do not mean anything to 1 
me. I donot know what we are talking about. ] 
Further, I want to know at what rate you can deliver firm power 
to us in the event there is not this power available in view of previous 
commitments. 
Mr. Gerpves. I just cannot believe, and I do not understand, that 
the Bureau of Reclamation has sold project. power to preferred cus- 
tomers that is going to have a preference over project pumping. It 1 
is contrary to the whole concept of reclamation. TI believe, and I re- 
spectfully submit, that any such contract would be an illegal or at 
least a voidable contract, because the Central Valley project power, ’ 
as I read the Central Valley Project Act, is dedicated in the first | 


place to meet project pumping. And why should you, for example, 
why should anyone, say that you should sell this firm power to the 
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Sacramento Municipal Utility District or any other preferred cus- 
tomer and then turn around and buy commercial power for the pump- 
ing in the project? It just is contrary to the whole concept of the Cen- 
tral Valley Project Act, as I have read the act. 

Mr. Sisk. As I understand your position, then, in this instance, it 
is that you feel if there is a shortage of power for project pumping 
because you develop the Trinity powerhouses, then the Federal Gov- 
ernment should step in and take the SMUD and others who presum- 
ably have contracts, the power to do the pumping at San Luis. Is 
that your position ? 

Mr. Grrpes. As I understand it, the Bureau has arranged all of its 
schedules for sale of power to protect its pumping, and that was the 
number one thesis of the Bureau of Reclamation all through the years, 
the way they described it to me. 

Mr. Saytor. Will the gentleman yield ? 

Mr. Sisk. That was not predicated upon San Luis, the tremendous 
demand at San Luis. Because is it not a fact that in the early report 
on San Luis, the Department themselves stated that 70 percent of 
the power to be generated at Trinity must be used for project pump- 
ingat San Luis? Is that a correct statement or not‘ 

Mr. Gerves. I would not agree with it. 

Mr. Sisk. That is not included in their report? 

Mr. Gerpes. The answer is I do not know, Mr. Sisk. 

Mr. Sisk. I will be glad to yield now. 

Mr. Saytor. I appreciate the line of questions you are asking. I 
think they are very helpful. I would like to have you ask the witness 
whether there would be any difference between the way they would 
operate the Trinity, or the Bureau of Reclamation would operate the 
Trinity, regardless of who built it. I think, following your line of 
questions, that is very important. 

Mr. Sisk. I think the gentleman has brought up a good point. 
But the point I am attempting to develop here is that in all of the 
reports, earlier reports and even the initial report on San Luis and 
the initial bill upon which we held hearings, it was anticipated and 
so suggested that approximately 70 percent of the pores generated 
at Trinity would be required to do the pumping at San Luis. From 
somewhere, then, we must pick up this if you people intend to do it 
or else you will have to deliver it to us. 

I might say to the gentleman from Pennsylvania, the point I am 
interested in then is whether or not you propose to deliver that 70 
percent of the power you generate at Trinity to our pumps at a price 
that w = mee our project economically feasible. 

Mr. Gexpes. Yes, we will deliver at the price— 

Mr. ae. At what price 4 

Mr. Gerpes. Here is what 1 cannot understand, Mr. Sisk, why you, 
as an advocate of the San Luis project, would want to use power that 
would cost the Government 7.3 mills a kilowatt-hour to do your 
project pumping instead of using the output of the existing Central 
Valley project plants, which costs the Government much “less, and 
would be allocated to the San Luis pumps, at 214 mills a kilowatt- 
hour. 

It just does not make sense to me that an advocate or anyone 
advocating the San Luis project would want to use power for their 
pumping that cost 7.3 mills a kilowatt-hour. 
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I know of my own knowledge that the Bureau has arranged many 
of their purchase schedules so as to cut off preference customers as 
power is needed for project pumping. And San Luis, as you know, 
has been talked about a long time and I am sure they have that in 
mind. 

I am sure the Bureau, when it recommends San Luis, would not 
want to use 7.3 mill power for that project because it would balloon 
up the costs beyond any reasonable measure. 

Mr. Sisk. Let me ask you another question. I still do not feel that 
I have the answer to my question because, as I say, I am concerned 
with what is going to happen and not as to what may happen. 

Let me ask you this: At the time that you had your initial discus- 
sions with the Department with reference to the Department’s pro- 
posal, did they at any time discuss with you the delivery of firm power 
for pumping use at San Luis? 

Mr. Gerpes. No, they never asked for it because they had it. There 
was no point in them asking us to supply firm power for San Luis when 
they already have it. 

Mr. Sisk. I think they would not have it unless they construct the 
powerplant at Trinity. 

Mr. Grerpes. Oh—— 

Mr. Stsx. Under present commitments. 

Mr. Gerves. I respectfully differ with you, Mr. Sisk. 

The annual production of existing project plants of the Central 
Valley project 1s 21% billion kilow att-hours and their existing pump- 
ing will ultimately take only 400 million so that will leave a balance 
of 2 billion kilowatt-hours available from the existing powerplants for 
the ultimate San Luis pumping requirements of 750 ‘million kilowatt- 
hours. 

Mr. Enetr. Will the gentleman yield ? 

Mr. Sisk. Yes. 

Mr. Enocte. A large portion of that power is already committed 
under a 40-year contract with preference customers. Are you going 
to suggest they violate that contract? 

Mr. Gerpes. I would not suggest that, but as I understand it, what 
the Bureau does is to sell its commercial power. Commercial power 
is determined after they deduct power for project pumping. I re- 
spectfully suggest that if the Bureau should sell out power that it 
needs for pumping to a commercial customer that it would be con- 
trary to the act, and I believe voidable. I do not believe they have 
done that. I do not understand they have done that. 

Mr. Enctx. What they would have to do, they would have to go out 
and buy the power from P. G. & E. to make up the difference, would 
they not? 

Mr. Gerpes. I do not understand that at all. Of course, I do not. 
have in mind the exact wording of the contract. I always understood 
the SMUD contract as covering the sale of commercial power, which 
is power that will not be needed for project pumping. That certainly 
is the concept of the Central Valley Project Act. 

Mr. Enorez. They will have to meet their contracts and that means 
they will have to buy it from the P. G. & E. Co. at a higher rate. 

Mr. Gerpes. I do not believe their contract sells power that is re- 
quired for project pumping to the Sacramento Municipal Utility Dis- 
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trict. I have never looked at it that way, but if it does, it would not 
be legal. 

Mr. Enate. We have the figures from Interior Department as to 
what they would have to make up and it is quite a little chunk of 

ower. 
" Mr. Gerves. I do not think the Government legally would have to 
buy power for project pumping because that would be contrary to the 
act under which the power contract was made. 

Mr. Enete. I doubt if you can enter into a contract and then turn 
around and wash it out. 

Mr. Gerpves. I do not think the Bureau has a legal right to make a 
contract to sell, as commercial power, power that is required for 
project pumping. If it does, why, it defeats the whole purpose of 
the Central Valley Project Act. 

Mr. Enate. Sure, and we admit that project power ought to be 
first delivered to irrigation pumps. But when the SMUD contract 
was entered into, they did not have in mind the great demand for 

ower at San Luis. It has been my belief that Trinity power ought to 
i. used to support San Luis pumping and when you take that from 
Trinity power plus the preference for Trinity County, there is not any 
left. That is what I have been hollering about all the time. 

Mr. Gerpes. There is plenty of power left in the Central Valley 
project. As a matter of fact, Mr. Sisk’s bill provides, as I under- 
stand it, for a forebay so that they can do this off-peak pumping 
which is the economic thing to do—— 

Mr. Enete. Are you sure of that ? 

Mr. GeERDES. inl they can buy power at a very low rate in order 
to do that. 

Mr. Enate. That costs an additional $55 million. I asked the Bu- 
reau for those studies. I understand they did not have those studies 
and they have been burning the midnight oil down there and when 
the report gets up here the ink will be wet. They are trying to work 
up a report to justify their pumen: and what they are trying to do is 
justify a position which will permit the partnership program on this 
kind of basis, putting out $55 million, in order to make it possible 
for you fellows to build the powerhouse. 

Mr. Gerpes. I do not know why the principle on that would be 
different than with the Feather River project which the State engineer 
has studied and he found it was of enormous advantage to the Feather 
River project to do offpeak pumping. 

Mr. Encrie. But you have not agreed to build the power facilities of 
the Feather River project or Oroville. 

Mr. Gerpes. No one has asked us as yet. 

Mr. Enete. You have not offered to, but you came in here and 
offered to build the power facilities on this one. 

Mr. Grerves. We have not yet, that is correct. We may make an 
offer. 

Mr. Enaue. If it is good here it might be good there. 

Thank you very much. 

Mr. Sisk. Mr. Chairman, the point I was getting to here, under 
the original bill, as I mentioned earlier this morning, Mr. Gerdes, 
this project was proposed to cost $229 million to construct. Now, I 
realize there have been some increases in cost. 
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I question that there has been any substantial increase in costs ac- 
cording to the information I have from the Bureau on construction 
types, since those figures came down, but we will grant there has been 
a small increase. 

Now, after the Trinity legislation was passed with this proviso 

for a study and negotiation ‘with the company or some other party 
desirous of power to be made, then they pulled this whole show back 
in and reappraised the situation and came out with the request for 
extra cost for pumping, which, as you know now, sets the cost of 
San Luis project at $305 million. It gets to be a little questionable 
as to the legality of your argument that you are saving the Federal 
Government anything, talking about this 55 million which you pro- 
pose to save them, if, in order to make the San Luis feasible, we 
have to spend an additional 70 or 75 millions to pick up the slack 
and permit offpeak pumping and the things that are necessary. 

I realize, as the chairman suggested, these are questions which, I 
ean assure you, I propose to propound to the Department, but T think 
that they are pertinent to you also, because, to me, they have very 
definite bearing on the case. 

Mr. Asprnauu. If the gentleman has a question, I wish he would 
ask Mr. Gerdes right now before we adjourn. 

Mr. Sisk. The question I wanted to ask the gentleman was to 
express his person: il opinion on whether or not he felt that the addi- 
tional requirements now in San Luis were required because of the 
so-called partne rship propost il on Tr inity. 

Mr. Gerves. My information is that it is due to, in part, the in- 
crease in costs since they made the last estimate and also in part to 
the additional facilities they require for this offpeak pumping. But 
it seems to me that certainly the Bureau of Reclamation is wise in 
looking into the idea of using offpeak pumping which is an oppor- 
tunity to provide ae low cost ao to the area, which I under- 
stand they have, and presumab ly their studies show there is a balance 

on the side of using this offpeak power. 

Mr. Asprnati. The House is in session. We will meet this after- 
noon at 2 p. m., unless the members are notified otherwise. 

(Whereupon, at 12 noon, a recess was taken until 2 p. m., this 
same day.) 

AFTERNOON SESSION 


(The subcommittee was reconvened at 2 p. m., upon the expiration 
of the recess. ) 

Mr. Aspinatu. The subcommittee will resume its hearing. 

At the time of the recess at noon the gentleman from California, 
Mr. Sisk, had the time. The Chair recognizes the gentleman from 
California. 


STATEMENT OF ROBERT H. GERDES, EXECUTIVE VICE PRESIDENT, 
PACIFIC GAS & ELECTRIC CO., ACCOMPANIED BY WALTER 
DREYER, VICE PRESIDENT AND CHIEF ENGINEER; JOHN F. 
BONNER, ENGINEER; WILLIAM B. KUDER, ATTORNEY; AND 
JOHN F. ROBERTS, RATE ENGINEER 


Mr. Sisk. Mr. Chairman, I will attempt to wrap this up very 
quickly and not infringe on the committee's time. 
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Mr. Gerdes, we had under discussion the cost of power to San Luis 
in the event the partnership program is developed in Trinity. 

As I understand, just to clarify, of course, you take the position 
that there is certain project power av ailable, ‘and I think there is 
some question about that because that depends on the first prior 
commitments, but you give the price for the cost of offpeak pump- 
ing which I believe was 4.6 mills that you would deliver, offpeak 
pumping, to the San Luis project; is that correct ? 

Mr. Gerpes. No, that is not correct. 

Let me read a sentence out of the letter that is concerned with our 
actual sale of kilowatt-hours to the Government for the San Luis 
pumping. And this is the middle paragraph on page 2 of my letter. 

In the first place, it says the cost of off peak energy would be our in- 
cremental cost which I said was our out-of-pocket cost plus a nominal 
charge for operation and maintenance in a steam plant. 

Now, of course, that incremental or out-of-pocket cost could go up 
or down depending upon the price of fuel. 

Then we added: 

Moreover, we guarantee that the charge for such energy would in no event 
be greater than the amount per kilowatt-hour which we would pay the Govern- 
ment for the use of Trinity falling water. 

We will actually pay the Government an amount which is equiv- 
alent to 3.9 mills per kilowatt-hour for the use of Trinity falling 
water. 

That is the ceiling that we put in there on the price of offpeak power. 
At that price, we wens get nothing for the energy produced as a result 
of our investment of 857 million in the power facilities. 

Mr. Sisk. Now, to make it er gente clear, that is for power de- 
livered at the San Luis pump site and with no wheeling charge in- 
volved ? 

Mr. Gerpes. No; that would be delivered at Tracy. 

Mr. Sisk. This 3.9 would be delivered to the Tracy switchyard ? 

Mr. Gerves. That is correct. 

Then there would be the wheeling charge which we have covered 
inthe amendment to our contract with the Bureau. 

Mr. Sisk. All right; that wheeling charge is now 1 mill; is that 
right ? 

Ir. Gerpes. No. 

Mr. Sisk. You see, I want the price of this power delivered to the 
pumps at San Luis. 

Mr. Gerpes. Well, our proposal provides in the case of San Luis 
that we will wheel this offpeak power for a third of a mill a kilowatt- 
hour. 

Mr. Ener. Is that offpeak power or exchange? I understood the 
third of a mill was the wheeling charge to get all the power there. 

Mr. Grerpes. The third of a mill is wheeling from Tracy to the 
San Luis pumps of offpeak power, or of exchange power during off- 
peak hours. 

Mr. Eneie. In other words, it is both of them ? 

Mr. Gerpes. That is correct. 

Mr. Encie. Now they are different? 

Mr. Gerpes. No; just the same. 

Mr. Ener. You mentioned two classes, of power, exchange and 
offpeak. 
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Mr. Gerpes. We will wheel that power offpeak for one-third of a 
milla kilowatt-hour. 

If it is on peak, then it is one-third of a mill per kilowatt-hour plus 
1214 cents per kilowatt of the maximum 30-minute integrated demand 
duri ing such period in that month. 

Now, Mr. Bonner has run through the application of these rates 
to the amount of power that the Bureau would propose to transmit 
for the operation of the pumps and I understand that a combination 
of both onpeak and offpeak power works out about a half mill a kilo- 
watt-hour for all of it, for the wheeling for the San Luis pumps. 

Mr. Enotr. The onpeak is about 50 percent more than the offpeak; 
is that it ? 

Mr. Gerves. It is more. I don’t know whether it is 50 percent more. 

Mr. Bonner. I would not say it is 50 percent more. It works out 
with a third of a mill for offpeak deliveries and an average of a half a 
mill for all deliveries. But we would not be wheeling as much onpeak 
as offpeak, as you can see by that average. 

Mr. Encrr. Have you ever offered to sell offpeak power across the 
board on the San Luis? 

Mr. Bonner. Yes. 

Mr. Gerpes. We have offered prior to this letter to sell offpeak 
power, yes. I can give you the reference when we did it, Mr. Engle. 

Mr. Enate. This thing involves an exchange as I understand it, 
which is different than an across-the-board sale of offpeak power. 

Mr. Gerves. We did two things. In the first place, we have offered, 
and prior to this letter of last week we offered, exchange on a kilo- 
watt-hour for a kilowatt-hour basis. There should be enough power 
on exchange, at least in an average water year so that they would 
not have to buy any power. 

Then in addition to that we oe that if for any reason there 
is a shortage of power so that the San Luis pumps would not have 
enough power, then we would sell them this power at incremental or 
out-of-pocket cost. 

Mr. Ener. That, of course, is in addition to the offer heretofore 
made? 

Mr. Gerves. No. We made that offer earlier. 

Mr. Ena te. It isnot inthe agreement ? 

Mr. Gerpes. It is in the agreement. 

Mr. Enere. You mean the sale of offpeak power ? 

Mr. Gerpes. Yes; offpeak energy. It is in the agreement, set forth 
at page 28 of House Document 94. 

Mr. Enorr. Have you offered to sell offpeak power for all the power 
eee for pumping in the Central Valley project, particularly 

San Luis? 

Mr. Gerves. Will you repeat that question ? 

Mr. Eneatr. I am trying to find out whether or not you offered to 
sell offpeak power to ‘the Government for pumping in the Central 
Valley project: the San Luis project, in other words. 

Mr. Gerpes. Yes: we offered that. 

Mr. Enote. Is that included in your present offer? 

Mr. Gerves. Yes. 

Mr. Enare. Or isthis a new one? 

Mr. Gerpes. No: that was done before and we have renewed it. 
Excuse me. Mr. Bonner calls my attention to the fact that the ex- 
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change offer was contained in a letter of January 15, 1955, addressed 
to Mr. C. H. Spencer, regional director of region 2. 

Mr. Enete. How did you happen to get into this exchange thing, 
which is quite different? 

Mr. Gerves. We offered at that time to exchange power at Tracy 
because there is such a favorable opportunity for working out an 
exchange. 

As you know, the Folsom Dam and Shasta Dam produce very large 
quantities of water in the summertime when the reservoir levels are 
high and when they are releasing water for irrigation. The plants 
are operated at a high capacity factor at that time. 

We can take that power into our system and use it. The San Luis 
project would do its main pumping in the winter, as you know, when 
waste water is flowing through the delta. We would return the 
power that we would take from the Centra] Valley project in the 
summer and fall, return it to them in the wintertime when they 
needed it for San Luis pumping. 

That was our proposal. 

Mr. Enete. That is precisely the way I understood it. It is on 
a kilowatt-hour basis. 

Mr. Gerpves. That is right. 

Mr. Enate. That is very different than an across-the-board sale of 
offpeak power. 

Mr. Gerves. We are willing to do that. So long as the Bureau 
delivers us sufficient power for us to deliver an equivalent amount 
to the San Luis pumps, then the Bureau does not have to buy any 

ower. 

But if in a dry year they had a situation, or if they made com- 
mitments that prevented them from delivering us enough power to 
make the exchange work, in that event they might have to buy power 
and it was to cover that eventuality that we offered to sell them off- 
peak power on an incremental or out-of-pocket cost basis. 

Mr. Eneie. Of course, what I am thinking of, is that you have all 
kinds of kilowatt-hours. These healthy, vigorous firm kilowatt-hours 
coming off Trinity is one thing and the off peak energy is another. 

Mr. Sartor. Will the gentleman yield to me for a question at that 
point 

Mr. Sisk. Yes; I will yield to the gentleman from Pennsylvania. 

Mr. Sayior. Mr. Gerdes, if the Federal Government builds the 
power features, or if P. G. & E. builds power features, will the opera- 
tion of them be identical? 

Mr. Gerpes. Of Trinity? 

Mr. Saywor. Of Trinity. 

Mr. Gerpes. Yes; it would be identical. 

Mr. Sayvor. So it does not make any difference as far as the amount 
of power is concerned that if P. G. & E. builds it, they will operate 
it as the Federal Government would operate it, as a complete unit; 
is that right? 

Mr. Gerpes. That is the way the contract was prepared. 

Mr. Sartor. So that this hobgoblin of Uncle Sam building or you 
building it making a difference in the power that is available for 
San Luis which just does not exist. 
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Mr. Gerves. Of course, if we build the plants on Trinity, it is going 
to be power that will go into our system and that will be P. G. & E. 
power. 

Now, from this overall system, from our large pool of power, we 
will then redeliver offpeak power to the Bureau of Reclamation for 
the operation of the San Luis pumps either on an exchange basis or by 
sale in case they haven't enough exchange power. 

Mr. Sartor. Now, that being the case, let me ask you to comment, 
then, on the testimony which was given before this committee on April 
13,1955. It appears on pages 20 and 21 of the Trinity River project 
hearings. 

Mr. Sisk. What number document is that ? 

Mr. Saytor. It is the hearings on ri. R. 4663. 

Mr. Sisk. Is this document No. 13? 

Mr. Saytor. It is not numbered. It says just hearings. 

On the bottom of page 20 and at the top of page 21 occurs this 
dialogue: 

Mr. Engle is questioning Mr. Spencer then in the employ of the 
Bureau of Reclamation : 

Mr. Eneire. And what it boils down to is this: that the contract with the 
Pacific Gas & Electric Co. in effect acts as a firming device for the Central Power 
project; is that correct? 

Mr. Spencer. That is correct, and also governs the revenues to some extent. 

Mr. ENGLE. In other words, instead of the Federal Government going in and 
building a steam plant to firm its own power those contracts are made in such 
a way that the Pacific Gas & Electric Co. agrees that its 5 million kilowatt sys- 
tem will be used to help firm up the power projects at Keswick and Trinity and 
subsequently do the same thing at Folsom; is that right? 

Mr. Spencer. That is correct. 

I would like to ask you to comment on Mr. Engle’s question then 
when the original bill was up, compared with his attitude now trying 
to change the entire picture. 

Mr. Enerr. You can comment. I stand on the statements. 

Mr. Gerves. I would rather not make any comments. 

Mr. Sisk. Has the gentleman finished his series of questions ? 

Mr. Sartor. Yes. 

Mr. Sisk. I have, of course, to disagree with my good friend froim 
Pennsylvania to ae extent that Mr. Gerdes answered his question 
After all, if P. G. & E. builds a powerplant at Trinity, then it is 
P. G. & E. power a it goes in their system. 

So I do not agree that it will be handled exactly in the way it would 
if the Government constructed the powerplant. 

[ think the gentleman agrees with me by his answer to the question. 
On that hinges the whole proposition of my attempts to determine 
exactly where we are going to stand at San Luis with reference to the 
cost of power which cannot fluctuate to any substantial extent and 
maintain the economic feasibility of that unit. 

That isthe reason Iam very much concerned. 

Now, let me ask you this question: After having discussed wheeling 
and the overall cost, incremental cost, and so forth, then you propose 
to deliver power, a combination, as I understand, of both offpeak 
and onpeak power at a price of 4.4 mills at San Luis if that power is 
needed to be purchased from Pacific Gas & Electric Co. ? 

Mr. Gerves. No; I did not say that. I said that so far as our selling 
offpeak power to the Bureau is concerned, it would be 3.2 mills at 
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present price, plus one-third of a mill for wheeling. It would be one- 
third a mill a kilowatt-hour applicable to offpeak. 

So that would be about 3% mills a kilowatt-hour for offpeak energy 
delivered to the San Luis pumps. 

Mr. Sisk. Where did you get your 3.9 mills? 

Mr. Gerves. 3.9 mills is a ceiling. That was put in there as the 
highest point to which that power could possibly go. Because when 
I said incremental cost or out-of- pocket cost I said that that was ap- 
proximately 3.2 mills at present prices. 

Now, that can go up if fuel prices go up. It could go down. 

At the present time prices are dropping, so it might be lower than 
3.2 mills a kilowatt-hour. 

Mr. Sisk. But in no event can it be higher than 3.9 ? 

Mr. Gerbes. That is the point. 

For instance, supposing in 40 years we have an enormous inflation 
in this country, the 3.9 mills would protect the Government against 
that power ever doubling or trebling in price as fuel might increase in 
prices. 

Mr. Sisk. Now, that is exactly the point, then, that you add on what 
[ understand to be an average of a half a mill for the wheeling, that is 
both onpeak and offpeak averaged out ? 

Mr. Gerpes. That is our estimate; yes. 

Mr. Sisk. That would bring it then to an absolute ceiling of 4.4. 
What I am trying to get from you, Mr. Gerdes, is that the absolute 
ceiling you can charge to San Luis becomes 4.4 mills. 

Mr. Gerves. Mr. Bonner wishes to comment on that. 

Mr. Sisk. I would like to say right here, I am not trying to get into 
a fight with you gentlemen. I am interested in assuring the economic 
feasibility of the San Luis project irrespective of what happens any- 
where else. 

Mr. Gerpes. We are just as anxious perhaps as you are to see the 
San Luis project economically feasible and have it go ahead. 

As you know, we serve that area and our own prosperity goes along 
with the prosperity in that service area. 

Mr. Bonner. Mr. Sisk, I think there is some confusion on the types 
of power that would be delivered. Onpeak and offpeak power would 
come from the bureau plants by direct delivery to Tracy. 

Then there would be exchange power also delivered by the bureau 
to us at Tracy at times when they had large amounts of energy. In 
winter months when energy is needed for San Luis pumping and the 
bureau plants would not “be producing much, we would return that 
energy. 

Then there would be the third class of energy—which Mr. Gerdes 
has described—offpeak energy sold by the company. 

The half a mill average figure would be the average charge for 
wheeling all of this power to the San Luis pumps from Tracy—the 
Bureau’s own power, onpeak and offpeak; offpeak exchange energy; 
and any offpeak energy the Bureau might buy. 

Insofar as orptes energy may be purchased, the price for that 
would be, as Mr. Gerdes has said, 3.2 mills. That would only be 
wheeled during offpeak hours and the wheeling rate for that par- 
ticular block of power would be one-third of a mill. 
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So the offpeak energy we would sell and wheel would come to this 
total of 314 mills a kilowatt-hour. 

Now, the remainder of the energy whether it came from Bureau 
plants or through exchange would be 214-mill energy at the Bureau’s 
intraproject rate insofar as San Luis is concerned. All we would do 
with that power is to wheel it from Tracy. 

Mr. Sisk. So that actually, then, you cannot give a specific figure 
as to what. the ceiling would be then on power either offpeak or on- 
peak, delivered to San Luis? 

Mr. Gerpes. Would you state the question again ? 

Mr. Stsk. What we have here is a number of figures. Starting 
with the 3.2 which you used and then going up and using the ceiling, 
absolute ceiling, of 3.9. Then assuming that we have one-half a mill 
for wheeling, which means that the absolute ceiling as I understand 
would be 4.4, you still cannot definitely tell me that that is the ceiling 
in which you can charge for power at San Luis; is that correct? 

Mr. Gerpves. The absolute ceiling, say 40 years from now, if we do 
have inflation, causing an increase of 4 or 5 times the present cost— 
I hope not, but if it should happen—the absolute ceiling for that 
offpeak power would be 3.9 mills plus a third of a mill, which would 
be 4.2 and a fraction mills. 

Mr. Sisk. So you now say, then, the ceiling would be 4.2 mills 
which you could charge for power delivered to San Luis? 

Mr. Gerpes. For offpeak power; that is correct, including wheel- 
ing. 

Mr. Sisk. That covers the offpeak energy. Of course, that goes 
back to what I attempted to bring up this morning. 

In the case of requirement at San Luis which for around the clock 
pumping, in view of the fact that we understand we have a limited 
time in which that reservoir must be filled from these flood waters 
during winter months, that if required firm pumping, because of 
contracts entered into prior to this time, where the P. G. & E. had 
no firm power, where would you deliver that power? That is the 
figure I am trying to get at. 

Mr. Gerpes. You would still get the same power from the Central 
Valley project. The only thing that the Government might have to 
do would be to buy power from the P. G. & E. in order to supply 
its preferred customers under this contract you say they have made. 

I don’t understand they have made a contract that sells—we have 
already discussed that—that sells to SMUD power that is required 
for pumping. 

Mr. Sisk. What would you charge the CVP then for firm power 
under those circumstances in case it arose ? 

Mr. Bonner. The Bureau studies on that matter show that to serve 
the Sacramento Municipal Utility District they would have to pur- 
chase 15 megawatts which would be sold under the contract rate, 
which is in the existing contract, at $22.50 a kilowatt year. 

In addition, to support that block of capacity which would amount 
to 40,000 kilowatts of dependable, they would have to buy 61 million 
kilowatt-hours a year. 

That is support energy. That would be bought out of the bank 
account covered by the contract and would average about 3 mills 
per kilowatt-hour, plus the capacity charge that I mentioned of $22.50 
a kilowatt year. 
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That would amount in a year to $337,500 for capacity and the en- 
ergy cost would amount to $183,000. That would total about $520,000 
a year, if my addition is correct. 

Mr. Gerpes. Of course, that would be a charge against the power 
operations and not against the San Luis project. That would be a 
cost that the commercial power operations would have to take. 

So the fact remains that San Luis would get all of its firm power 
at the Central Valley project pumping rate of 214 mills. 

Mr. Sisk. In the overall that would be a charge against the CVP. 

Mr. Gerves. The support cost would be a charge against the power 
operations. 

Of course, those power operations would be greatly improved with 
the joint construction on Trinity. 

Mr. Sisk. I have just one further question. 

You mentioned this morning the question of the legality of a con- 
tract with SMUD for power when there was need for it for project 
pumping. If there is a question of legality there, then I maintain 
there would be the same question of legality of disposing of falling 
water because in essence it becomes the same thing. 

So I would question the legality then of your proposal because I 
think it falls in the same category and fits into the same suit as the 
other would. 

If there is anything illegal in one, I believe we would have the 
same illegal question in the other. 

Mr. Gerpves. Of course, there isn’t because the Federal Power Act 
and other acts of Congress provide for the lease of power privileges 
and if the privileges are leased there can be no question about it. 

The reclamation law provides for leases, the Federal Power Act 
provides for leases, and there is no question about legality. 

Mr. Sisx. I think there is the same question about the legality of 
disposing of power from a project, from a Federal project, under this 
circumstance exactly the same as there would be under the other. 

Mr. GerveEs. Since I quit being a lawyer 2 years ago, I am afraid 
I might be out of my field. But as I remember the law from a life- 
time of practice up to that time, I would say that there is absolutely 
no question whatever about it. 

Mr. Sisk. Mr. Chairman, I appreciate the time. I have gone far 
over what I intended to. 

Mr. Asprnaty. Thank you very much. 

The gentleman from California, Mr. Utt. 

Mr. Urr. Mr. Gerdes, this morning there was reference made to a 
certain loan from REA to SMUD of some $23 million. 

Would you consider that the metropolitan area of Sacramento of 
200,000 people is a rural area subject to the rights and privileges of 
the REA ? 

Mr. Gerpes. They got the loan. They do have some rural area 
within their borders. 

Mr. Urr. Could you cite any authority that the REA would have 
to make such a loan ? 

Mr. Gerves. I have never made a study of it. 

Mr. Urr. Have you ever noticed whether the Comptroller General 
has made any comment on that loan ? 

Mr. Gerves. No, frankly I haven't. 
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Mr. Urr. I was going to ask you now with regard to the SMUD 
contract. Your statement was that you did not know whether it was 
a legal contract, a valid contract, or not, or that you had no knowl- 
edge of it. 

Mr. Gerves. What I said was that as I understand the SMUD con- 
tract, they have purchased commercial power from the Bureau of 
Reclamation. Commercial power means power that the Bureau of 
Reclamation has to sell after the demands of project pumps. 

That is my understanding of what the Bureau sold to SMUD. 

Mr. Urr. You do not feel that the SMUD could take preference 
over the pumping project of the Central Valley project ? 

Mr. Gerpes. I believe it would be quite contrary to the law, if 
they did. 

Mr. Urr. Do you happen to have any information as regards the 
customers of SMUD? 

Mr. Gerves. No; I don’t. I understand they are going to come 
along as witnesses here. So I think you can get that from them. 

Mr. Urr. I wanted to ask you how many kilowatt-hours of power 
is generated by all of the plants in the Central Valley project ? 

Mr. Gerves. It is approximately two and a half billion kilowatt- 
hours per year. Now, that, of course, will vary with the kind of 
water year they have. 

Mr. Urr. How much project power is used for pumping at the pres- 
ent time? 

Mr. Gerpes. About 300 million kilowatt-hours approximately. 

Mr. Urr. If you would add to that the San Luis project, what would 
be the total amount ? 

Mr. Gerves. The ultimate, as I understand it, for the existing Cen- 
tral Valley project pumps is 400 million kilowatt-hours. Then it is 
my understanding that the San Luis pumps will require about 754 
million kilowatt-hours. 

Mr. Urr. The total would be somewhere around a billion kilowatt- 
hours. 

Mr. Gerpes. About a billion one hundred million, or thereabouts. 

Mr. Urr. Then can you answer me why we are discussing the pos- 
sibility of robbing project power if there is a billion and a half sur- 
plus at the present time for other preference customers ? 

Mr. Gerpes. I can’t answer you why we are discussing it, sir. 

Mr. Urr. It does not seem that it would be a matter of contention 
at this time if there is a billion and a half surplus that the pumping 
project would ever be robbed, does it ? 

Now, you said that your company would furnish power for 4.2 
mills including wheeling at the San Luis project, offpeak power. 

Mr. Gerves. That was the absolute ceiling we put on it. 3.9 plus a 
third of a mill, which makes it slightly more than 4.2 mills. That is 
the ceiling, however. 

It might be very much lower than that. If oil prices continue down 
the way they are today, why, it will be very substantially below 3% 
mills a kilowatt-hour. 

Mr. Urr. The cost of the power at Trinity under either project, the 
actual cost, including the cost of falling water or interest on the proj- 
ect, plus the generation, would amount to nearly a cent a kilowatt? 
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Mr. Gervrs. The cost to us of Trinity power would be about a cent 
a kilowatt-hour, but the cost to the United States Government, if it 
builds the project was, as I mentioned, 7.3 mills a kilowatt- hour as 
shown by that report I referred to that was introduced in the Senate 
hearing. 

Mr. Urr. Then there has been a great deal of discussion about hog 
feeding, selling your corn at one figure and buying it back at twice 
the figure to feed the hogs. 

How can that apply if you can sell your corn at Trinity at twice 
the price you buy power for at San Luis, where does that analogy 
fit into this discussion ¢ 

Mr. Gerves. | think Mr. Engle should explain how the analogy fits. 
It just i not fit. 

Mr. Urr. Secretly, I cannot ask him that question. But I can an- 
swer Ary 

Mr. Enote. If the gentleman will yield to me, I will be glad to 
answer. 

Mr. Urr. Yes, sir. 

Mr. Eneur. The answer is this: The pumping energy to take care 
of our Central Valley requirements, San Luis and Trinity require- 
ments, plus the requirements of Federal agencies, mops up all this 
power. 

As a consequence, if P. G. & E. builds the powerhouses the Federal 
Government will have to turn around and buy back from P. G. & E. 
energy at twice the price to take care of its installations. 

I say that is selling your corn crop and buying it back at twice the 
price to feed your own hogs. 

Mr. Gerves. Mr. Utt, may I answer that ? 

The only trouble with it is that it is not in accord with the facts. 
It is just the reverse. We would pay the equivalent of 10 mills or 
1 cent a kilowatt-hour and then we turn around and sell offpeak 
power back to the Government for San Luis pumping or any other 
pets they want at 3.2 mills a kilowatt-hour. 

Mr. Urr. That is the answer I came up with. I still cannot put 
Mr. Engle’ S s figur es together and come up with his answer. 

Mr. Eneie. We will have a witness tomorrow that will put that 
together. 

In the meantime, I will give you a document. 

Mr. Urr. That is all, Mr. Chairman. I ask to be excused. 

Mr. Asprnauy. Thank you very much. 

The gentlewoman from Idaho. 

Mrs. Prosr. I would like to ask Mr. Gerdes if your company is a 
member of the National Association of Electric Companies? 

Mr. Gerpes. We are. 

Mrs. Prost. What have you been contributing yearly to that organi- 
zation ? 

Mr. Gerprs. It is approximately $15,000 a year. It may be a 
thousand or two thousand, either way. 

Mrs. Prost. Where does the money come from that you pay to 
this combine ? 

Mr. Gerves. To the National Association of Electric Companies? 

Mrs. Prosr. Yes. 
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Mr. Grrpes. We charge that against our stockholders because that 
organization carries on certain activities that are commonly called 
lobbying and we do not charge such expenses as an operating expense, 
or, in other words, against the rate payers. 

Mrs. Prost. Of course, the rate payers pay the bill nonetheless, even 
though you may charge it back to the stockholders. 

Your money comes from the rate payers in the beginning, does it 
not ¢ 

Mr. Gerpves. The money comes from the rate payer, but those ex- 
penses are not included in our itemization of expenses to the Cali- 
fornia commission. The commission does not allow anything for it. 

What it does is come out of money that we don’t declare in dividend 
to our stockholders. 

Mrs. Prosr. Yes, but the only dividends you would have would 
come from your rate payers in the beginning, would they not ? 

Mr. Gerves. That is the only place we can get any money for any- 
thing. 

Mrs. Prost. Certainly. 

I just want to observe, Mr. Chairm: an, that Mr. Gerdes’ company has 
contributed to the power combine—the National Association of Elec- 
tric Companies—that has put on a tremendously expensive advertis- 
ing campaign, to kill the Hells Canyon legislation as well as other 
public power legislation. 

Mr. Gerves. All I know that we have done is to contribute to cer- 
tain advertising which has attempted to portray or point out to the 
people the subsidies that are involved in Government power so that 
the public will be advised as to what the facts are. 

Mrs. Prost. Well, it depends on which advertisement you happen 
to be looking at, of course, and it depends on the wording of the adver- 
tising. 

Mr. Gerpes. That is right. 

Mrs. Prost. oo is all, Mr. Chairman. 

Mr. ey ALL. I doubt that you would spend any of this money if 
it would go against the interest of your own company. 

Mr. letiene s. I doubt that. 

Mr. Asprnati. The Chair recognizes the gentleman from Wyoming. 

Mr. THomson. Mr. Gerdes, with regard to these contributions to 
whatever fund this is, if I understand you correctly, in your previous 
testimony you said that the C alifornia Public Service Commission, 
or whatever name it is known by, permits you to earn on your invested 

capital something in the nighborhood of 5 percent. 

Mr. Gerpes. Five and three-quarters percent was the amount al- 
lowed in our last electric rate case which was decided 2 or 3 months 
ago. 

Mr. Tuomson. Now, that is conceded by them, not by you, as the 
fair rate of return on your capital that would go to your stockholders; 
is that right, to be available as a net profit ? 

Mr. Gerpes. Yes, that has to pay bond interest, too, preferred stock 
dividends and common stock. 

Mr. Txomson. If I understand you correctly, the payment of this 
$15,000 is not computed as an expense before the 5 plus percent earn- 
ings, but is taken out of the 5 plus percent earnings. 

So it results not in an additional charge to the rate payer, but in a 
lesser rate of return to your stockholders ? 


to 
de 
ta 
fo 


re 


at 
ad 


e, 


on 


it. 


f 


TRINITY POWER FACILITIES 115 


Mr. Gerpes. That is what I endeavored to say. I did not put it as 
plainly as you are doing. 

Mr. Tuomson. Have any of your stockholders complained about 
that 

Mr. Gerpes. No. 

Mr. THomson. Then I would like to get to this rate base in Cali- 
fornia because I realize, as a person who has had something to do 
with public utility and legal business, that there is a different basis 
for computing the rate base. 

I think the Federal agency, some of them have even gone so far as 
to suggest that we may have to go to replacement cost new less actual 
depreciation which, of course, takes into account inflation which has 
taken place over the last few years. What is the practice in Cali- 
fornia with respect to the rate base on which to earn a fair rate of 
return ¢ 

Mr. Gerves. The California commission uses the original cost of 
the properties less depreciation. 

In other words, if a particular property cost us, say, a million dol- 
lars 25 years ago, that is all that is allowed in there, less depreciation. 
There is nothing allowed for any increase in value. 

In other words, the California commission does not follow the 
so-called reproduction cost rate basis, only the original cost. 

Mr. Tuomson. If I understand you correctly, they do not even fol- 
low the historic cost. They take the book value, what it actually 
cost, less the depreciation you have taken on the books ? 

Mr. Gerves. That is correct. 

Mr. THomson. So that on this plant that was mentioned here today 
or yesterday, that was taken over by the Government, which was built 
in 1906, why, you were only permitted to earn on that rate of cost less 
depreciation ? ? 

Mr. Gerpes. That is correct. 

Mr. THomson. You have to make replacement, seek funds by loan 
or from your stockholders, to take care of all the inflation that has 
taken place; is that correct ? 

Mr. Gerves. That is correct. We also sell bonds to provide us with 
funds for construction. 

Mr. Tuomson. Or else save that out of this 5 percent earnings; is 
that correct ? 

Mr. Gerves. That is correct. 

Mr. THomson. So, as a matter of fact, instead of having a 5 percent 
plus rate of return on present value, that i is counting inflation i in, when 
you have to take the rate of return at 5 percent on book value, it is sub- 
stantially less than 5 percent. Would that be correct ? 

Mr. Gerrves. Substantially less than the 534 percent which our com- 
mission allowed in the last case. That is correct. 

Mr. THomson. As compared to 1939 we now have 50-cent dollars. 

Another way of expressing it is that it costs twice as much to buy 
an automobile or a generating unit as it cost before 1939, if they were 
all averaged in together. 

Mr. Gerves. The construction index, I believe, is 300 percent of 
what it was in 1940. 

Mr. Dreyer says that is correct. 
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Mr. THomson. So you have very much less than a 5-percent rate 
of return if you had to construct all of that plant that you have out 
there now and under today’s cost ? 

_ Mr. Geroes. If the plants were valued at reproduction cost, that 
1s correct. 

Mr. Tomson. And the public is getting the advantage of your 
earlier investment ? 

Mr. Gerves. That is correct. 

Mr. THomson. Now, some discussion was had with the gentleman 
from Oklahoma here as to how much this company was going to earn. 

As a matter of fact, any earnings are projected upon what the Cali- 
fornia Public Utilities Commission allows you to earn to reach a fair 
rate of return on your investment. You are under their supervision ? 

Mr. Gerpes. It depends on that. Then it is very seldom that we 
ever earn what the California commission says we can earn, because 
by the time they get out a decision we have had some more inflation 
of wages and costs. Within my experience in the last 10 or 15 years 
we have seldom earned what the California commission indicated we 
should or that we had the right to earn. 

Mr. THomson. You are in the same position as the Government 
employees telling us that they never quite catch up with inflation. 

Now, I have been very much interested in this development in the 
amount of power. It is not clear in my mind on this system. If I 
understand the Secretary’s information furnished to this committee 
correctly, and the Comptroller General’s report, there are 450,000 
kilowatts of present dependable power according to the Secretary; 
is that correct ? 

Mr. Geroes. That is correct, and that is the amount provided for 
by our existing contract that fixes the dependable capacity of the 
Shasta, Keswick, Folsom, and Nimbus plants at 450,000 kilowatts of 
dependable capacity. 

Mr. Tomson. I get the impression that has been built up from 
300,000 dependable up to 450,000 by reason of the fact that you back 
up the hydro with the steam. 

Mr. Gernes. Our estimate is that the bureau plants operated as an 
independent system would have only 300,000 kilowatts approximately 
of dependable power. 

The additional 150,000 arises by virtue of the firming service that we 
give them. 

Mr. Tromson. That is the dependable power. Does that represent 
all the power that can be generated or is generated off those hydro 
facilities, or is there additional peak power or interruptible power 
or something else? 

Mr. Grerves. There is additional what we call in the contract non- 
dependable capacity that we pay for provided it is there for 5 months 
or longer. 

Mr. Tromson. Could you tell me what that runs or has run? It 
varies, I imagine. 

Mr. Gernes. It varies very widely, depending upon how much the 
Bureau declares. 

The way the contract works, they write us a letter and say they 
will have so much nondependable capacity and that is the amount 
we pay for. 
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Mr. Tuomson. That you buy? 

Mr. Gerpes. That is right. They fix it. 

Mr. THomson. That is peak? 

Mr. Gerves. That is this so-called nondependable capacity. 

Now, speaking of the energy that is generated by the plant, there is 
a very large amount of what is called “dump energy as shown by the 
fact that last year we only purchased, as I testified, 10 percent of the 
firm energy, but we bought quite a large amount of nonfirm kilowatt- 
hours that gave the Government a very ‘jarge revenue. 

Mr. Ener. Will the gentleman yield there? 

Mr. THomson. Yes. 

Mr. Enate. It is difficult for me to reconcile your statement, Mr. 
Gerdes, in that regard with the statement that appears on page 50 
of the Comptroller General’s report, the first full paragraph. He 
says: 

An official of the Department of the Interior stated that the CVP system re- 
quires a fast reserve of 22,500 kilowatts. Deducting this quantity from 140,000 
kilowatts referred to above, it appears that there is 117,500 kilowatts of project 
dependable capacity which could be allocated to either existing or potential 
preference customers. 

He proceeds to chew out the Secretary for not making those al- 
locations. 

Now, 117,000 kilowatts, and you have been getting it all, is cer- 
tainly — than 10 percent. 

Mr. Gerpes. Mr. Bonner, do you have any comment on that? 

Mr. Bonner. Mr. Engle, the figures that Mr. Gerdes was referring 
to were the sales of energy which were mentioned in the Comptroller 
General’s report and were the subject of certain news reports out in 

California that Pacific Gas & Electric Co. purchased a large percentage 
eae power—— 

Mr. Enore. Thirty-three percent in 1956. 

Mr. Bonner. And paid a certain rate—— 

Mr. Ener. 2.97 mills. 

Mr. Bonner. That is correct. 

Now, the fact of the matter is that actually the company purchased 
only 10 percent of the firm energy and for that paid an average price 
of 6.1 mills. 

We purchased a great deal of nondependable energy for which we 
paid an average of 2.55 mills. 

It is quite unfair to combine the two types of energy and come 
out with an average price because the firm energy is the only type 
of power which the preference customer buys. Actually we paid an 
average price of 40 percent more than all other preference customers 
as a group. We paid at a 43 percent higher rate than SMUD did 
in purchasing firm energy at 4.26 mills in that particular period. 

So it leaves an unfair impression when all of the energy we pur- 
chased is totaled and averaged out because no one else could use the 
dump power. 

Mr. Enoatr. The Comptroller General considered the 117,000 kilo- 
watts as firm. 

Mr. Bonner. You are speaking of another subject. Mr. Gerdes was 
talking energy. That is a capacity figure. 

Mr. Gerpes. As a matter of fact, the part you are reading here, on 
page 49—in fact, I had not read it before, to tell you the truth—it 
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does not have any bearing on this subject that we have been discuss- 
ing at all. 

Mr. Ener. If you have not read it, how can you say that? 

Mr. Grrpes. You have a point there, Mr. Engle, you are quite right. 
e you would let us review this and give you our comment on it, ~ be- 

‘ause I submit to you that I have not read this particular part and it 
is not contained in the portion of the report that deals with the com- 
pany because it is under a heading “Allocation of Project Dependable 
Capac ity to Bureau C ustomers. 

If you will permit me, we will study this particular matter and 
indicate to you our views, tomorrow and put it in the record, 

Mr. Encix. And give it careful thought, read the report, study 
it, and come up with the best answer you can. 

Thank you very much. 

Mr. Saytor. I am especially interested in that figure, too, because 
this witness you are going to hi: ave up here tomorrow to show us all 
of the highlights where Uncle Sam is going to go out and buy power 
had better revise his figures, because ; according to the Comptroller 
General here is 140,000 kilowatts that we had better take into con- 
sideration for use by those Government agencies that you now are 
worried about. 

Mr. Enate. I hope gentleman from Pennsylvania will be here, 

Mr. Saytor. I will be here. I will be delighted to listen to the 
testimony. 

Mr. Asptnatu. The gentleman from Wyoming may proceed. 

Mr. Tuompson. Without going into how mue h, over and be yond the 
450,000 kilowatts of depe ndable power, there is something of unde- 
pendable or interruptible or whatever you want to call it, | would like 
to know if I understand that correctly. 

I am not too well versed in electricity, but the gas company moves 
into the town I happen to live in with gas and they have to take care, 
being a public utility, of customers in the wintertime, peaks, and any 
other time. 

During the summer months when there is less demand for that gas 
and they have to keep their line pressure up, they sell to a laundry 
there that I represented this excess gas that would not otherwise have 
been sold. They would have to flare if they did not sell it at a cheaper 

rate on what is called an interruptible basis. 

When it gets cold in the winter they notify him and they cut him 
off. Is that about the same principle that is involved here? This 
other power that you buy is power that comes off season or it fluctuates 
widely and so forth and it is just catch-as-catch-can power that has 
to be backed up by your steam generating plant to fit in a coordinated 
system; is that correct ? 

Mr. Gerpes. It is what you might call catch-as-catch-can power. 
The amount of power from the Central V alley project plants varies 
very widely, depending on the amount of rainfall. 

What the Bureau under our 1951 contract does is sell all of the 
power it can to these so-called preference customers, uses all it can 
for the pumping plants, then it has a lot of nondependable energy left 
over and there is no one in California that can use it, but Pacific Gas 
& Electric Co. 

So we take it into our system. Its value to us is the fuel that we can 


save in a steam plant by using that power and shutting down the steam 
plant. 
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uUSs- Mr. Tuomson. If I understand correctly, that is where this addi- 
tional benefit is created, that you are able to shut down a steam plant 
and save the cost of fuel, wear and tear, maintenance, and that sort 


oht. of thing. 
be- Mr. Gerpes. That is correct. 
d it Mr. Tomson. Therefore, you come up with a figure on this falling 
om- water that guarantees the Government more than they get off their 
tble own operation of hydropower alone. 

Mr. Gerves. That is correct. 
und Mr. THomson. That is in effect creating an additional benefit for 


the good of the public, making firm energy out of something that was 


idy interruptible or however you classify it , undependable. 
; Mr. Gerves. We feel that we have contr ibuted substantially and 
to the extent of millions of dollars over the years in making firm some 
nes of this nondependable power, making it firm in our system, and pay- 


all ing the Government for it. 
Mr. Tomson. Then the only way that the Government could ac- 


the: complish that same thing would be to have the Government go into 
al steam generation plants fueled by either coal, oil, or something else 
: to do the same thing themselves. 
-— Mr. Gerpes. That is right. 
Mr. THomson. Is that your testimony ? 
rien Mr. Gerves. That is right. 
he Mr. THomson. The thing I would like to get back to now is this 
450,000 of dependable power. 
Mr. Sisk. Will the gentleman from Wyoming yield? 
he Mr. Tomson. Yes, I yield. 
le- Mr. Sisk. I am a little bit amused by the statement made by Mr. 
ke Gerdes on what he is indicating to the gentleman from W yoming is | 
some big amount of surplus power and you are doing someone a ‘big ) 
es favor by picking up. i 
'e, What about that Roseville situation out there in view of that? Do i 
Ly you gentlemen have any comment to make on that? i 
Mr. Gerpves. All I can say is that we are talking about dump power; i| 
as it is power that cannot be used by these so-called preference customers, i 
ry including Roseville or SMUD or any other agency. Hi 
ve Mr. Sisk. If there is no surplus of firm power it would certainly | 
or seem to me there is an impression being left that there is a lot of power i 
out there with no takers. | 
m I want to be sure that is corrected. i 
is Mr. Gerves. I did not say that. If I did, I did not mean to. | 
45 Our contract obligates us to buy all the firm power and all the other i 
Ss power that the preference customers don’t use. | 
d Mr. Tromson. I am glad that has been clarified because I certainly i 
did not have that impression. I recognized you were speaking of | 
r, dump power and dump power only, but along that line, under the laws i 
S of the State of California and the regulations of the Public Service | 
Commission of California, you are required to furnish your customers 
e power at all times, just not seasonal or when you can; is that not a 
" fact? 
t Mr. Gerpes. That is right. We are required to do our best, to keep 
5° our facilities adequate in amount to meet the power demands and we 
build reserves to attempt to do that. 
) 
) 
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Mr. TxHomson. On this 450,000 dependable power built up from 
300,000 by reason of your participation, that is without Trinity in the 
picture, how much additional would Trinity add to that 450,000 if 
this is built as a partnership, or you are backing it up with coal, 
whether it is a partnership or not, if you know ? 

Mr. Grerpres. Mr. Bonner advi wes me it adds about 320,000 kilowatts 
of dependable power to the P. G. & E. system on the average under 
partnership. 

Mr. Tuomson. So that in the Central Valley system, including that 
320,000, there would be about 770,000 total ? 

Mr. Gerpes. Of course, if we built it, it would not be part of the 
Central Valley. 

Mr. THomson. What amount of that, if any, is available for these 
pumping units? That is what I am interested in. 

Mr. Gerpves. If the P. G. & E. builds it, then all of the Trinity power 
will go into our system. 

But then we have promised to back up with all of our system re- 
sources that are around 414 million kilowatts, back up the pumping 
demands of the Central Valley project. 

Those demands can be supplied, as Mr. Bonner outlined this morn- 
ing, by running these steam plants in offpeak hours and get very low 
cost power. 

Mr. Trromson. How much is the requirement for the pumping fa- 
=, if you know. 

Mr. Gerpes. The San Luis is 750 million kilowatt-hours a year, plus 
the existing Central Valley project pumps of about 400 million kilo- 
watt-hours a year, making the figure that I mentioned earlier, of about 
1,100 million kilowatt-hours after San Luis is in and with full opera- 
tion of all the project pumps. 

Mr. Tuomson. We switch now from capacity over to hours here. 
What is the kilowatt-hours available without Trinity in here in the 
way of electrical energy ¢ 

Mr. Gerves. 21/4 billion kilowatt-hours; then also there is about a 
billion kilowatt-hours a year, a little more, that will be produced on 
the Trinity plants, with either Government or company construction. 

Mr. Tnomson. This report here, Committee Print No. 13, on page 
8, shows from Shasta, Kewsick, Nimbus, Clear Creek, Trinity, Spring 
Creek, a total of 3.780 million kilowatt-hours usable generation, of 
which 295 million is shown coming from Trinity. 

Where am I off ? 

Mr. Bonner. Clear Creek and Spring Creek, as you can see by the 
map, Mr. Thomson, are also part of ‘the Trinity project. So you 
would add to the 295 million for the Trinity plant you mentioned, 
410 million and 405 million kilowatt-hours for those 2 plants. 

Mr. THomson. That is about 1,100 million, if you take off from the 
3,780 million. 

Mr. Bonner. That is correct. 

Mr. THomson. So it would leave you 2.780 million kilowatt-hours 
which would be enough to take care of the pumping and still leave you 
about 2,200 million or some place along there—excuse me, 1 billion 
additional kilowatt-hours of energy, dependable energy avail: able for 
sales to preference customers or anybody else. Is that correct 


Mr. Bonner. About a billion and a half. 
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Mr. Tuomson. I notice in your statement here at page 11 reference 
to a California water plan submitted to the State department of 
water resources calling for 376 new reservoirs with total capacity 
of 77 million acre-feet. ” Are those all reservoirs that it is contemplated 
to be constructed by the State of California alone, or do those include 
Federal projects ? 

Mr. Gerves. The State engineer has prepared a report in which he 
has outlined those as desirable units to be included in what is called 
the California water plan. 

It is perfectly obvious that those reservoirs and the other works 
related to them will only get constructed if there is help from the 
Federal Government and State and every other help they can get 
because the cost of it is enormous, as you would expect. 

Mr. THomson. Did he speculate as to what the cost of this program 
would be ? 

Mr. Gerpes. $12 billion at present-day cost. 

Mr. Tuomson. Now, according to the next page they in California 
have $650 million of Federal projects already authorized. That would 
be the amount that it would cost to finish and construct the projects 
presently authorized. 

Mr. Gerves. That is correct; authorized Federal projects. 

Mr. Tuomson. Now, this San Luis project that we have had testi- 
mony on last week, I think was to cost $225 million. 

If we authorized that you would have to add that on to the $650 
million which would make it $875 million worth of authorized projects; 
is that correct ? 

Mr. Bonner. The cost of San Luis, as now reported by the Bureau 
of Reclamation, I understand, is $305 million. The $229 million has 
increased—Mr. Sisk mentioned that this morning—has been increased 
to $250 million due to increases in prices 

With the $55 million for offpeak facilities, the total cost is now esti- 
mated to be $305 million. 

That would bring that total up to $955 million. 

Mr. THomson. If I understand correctly, you are saying that you 
will take care of $55 million of that and we won’t have to take care of 
that by appropriation, leaving that available for other irrigation parts 
of reclamation. 

Mr. Bonner. That is correct; $55 million savings on the Trinity 
project. Another $10 million in Federal transmission investment 
could be saved on the San Luis project if the company wheels to the 
pumps. 

Mr. Asprnauu. The gentleman from Oregon. 

Mr. Utiman. Mr. Gerdes, this project consists of a dam built by 
the Federal Government at Trinity and arrangements whereby your 
company will buy the falling water and install the generating ca- 
eae? is that correct ? 

Mr. Gerpes. That is correct. 

Mr. o LLMAN. You will get all the water available from the project? 

Mr. Grerpes. We would get all of the falling water but, of course, 
after it leaves our lowest turbine, it would go back to the Government. 

Mr. Uttman. Now, the cost of your part of the project will be ap- 
proximately $56 million; is that right ? 
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Mr. Gerves. That is correct. 

Mr. Uniman. That will include the cost of powerhouse, generators, 
and transmission facilities and so on, that go into the project. 

Mr. Gerpes. That is correct. 

Mr. Utitman. What percentage of this $56 million will come from 
borrowing and what percentage from company capital? 

Mr. Grerves. We do not raise money specifically for any one project. 
We do a very large amount of construction. 

Last year we spent $220 million on the construction of new facilities. 

This year we will spend about $180 million on new construction. 

All of that is taken together and we sell bonds for part of it and 
we also sell preferred stock and common stock, depeiding upon our 
capital structure at the particular time and depending on the money 

market, whether it is to the advantage of the company to have bonds 
sold at that time, preferred stock or common stock. 

Mr. Utitman. Under normal conditions—I do not know whether 
last year was normal or not—would you say you borrow about half? 

Mr. Gerves. We try to keep our borrowing at a point approxi- 
mately 50 percent of our total equity, plus or minus a few points. 
We may build it up to, say 50 percent, or thereabouts, then we sell 
some more equity securities and reduce the bond ratio. 

Mr. Uximan. I can understand how that would be flexible. 

Now, getting back to the line of questioning by the gentleman 
from Wyoming, you are allowed there approximately 6 percent re- 
turn on your investment according to the last rate in Galifornia; 
is that right? 

Mr. Gerves. 5.75 percent was the amount allowed in our last elec- 
tric rate case. 

Mr. Utiman. In other words, on the $56 million you can assume 
that you will earn approximately 6 percent on this amount? 

Mr. Gerpes. I think that would be a fair assumption. We hope to 
earn that. I will put it that way. 

Mr. Utiman. I am a little bit confused about this utility financing 
and gu: ranteeing returns. 

Out of the $56 million you actually have only about $28 million 
of your own money invested, but you get 6 percent on the $56 million. 

Would that not add up to 12 percent on the money you actually 
have invested in the project? 

Mr. Gerves. Of course, you have to take out the bond interest. 

Mr. Utiman. Let us get to this interest. Before you are allowed 
your 5.75, do you or do you not deduct your interest ? 

Mr. Gerves. No, we do not deduct interest. 

Mr. Utitman. You do not deduct interest ? 

Mr. Gerves. No. 

Mr. Uttman. Pursuing that a little bit further, what taxes will you 
deduct before you take your 6 percent return ? 

Mr. Gerves. We deduct Federal, State, local, all the various taxes 
that we have to pay. 

Mr. Utitman. Before you are allowed your 6 percent. 

In other words, after you deduct the ‘taxes, then you are allowed 6 
percent ; is that right ? 

Mr. Gervrs. I said 5.75. 
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Mr. Utitman. I am just using a round figure, but you do deduct all 
of these taxes prior to taking your return ? 

Mr. Gerves. That is correct. 

Mr. Utuman. In other words, you are pretty much a tax collector 
because these are automatically put into your rates? 

Mr. Grerpes. We have no source of money except from our rate 
payers. See , 

Mr. Uriaan. That is right, but we have all the benefits attributed 
in your statement to taxes and yet according to the utilities system of 
guaranteed return these autom: atically are passed on to the ratepayers. 

Mr. Gerves. I would have to disagree with your use of the term 
“guaranteed return,” ’ because the utility commission does not guarantee 
us any return. It fixes a certain reé nsosialile return and in my ex- 
perienc e with the company, since 1929, I don’t believe the company 
in more than 4 or 5 of those years has earned as much as the amount 
that the commission said was reasonable in the preceding rate case. 

It . because inflation comes in and takes it away from us. 

Mr. Utiman. I am sure you shoot as closely as you can. 

In oe words, if you are allowed 5.75 you are going to get as close 
to that as operating conditions will permit. 

Mr. Gervrs. There are m: iny things that keep you from it. One 
is the fact that it takes a year usually and sometimes more to get a 
rate case through from one end to the other. 

Mr. Utiman. That is right. 

Now, getting back to this interest I just want to clarify a point in 
my mind. You say that you do deduct taxes, but you do not deduct 
interest prior to the determination of your 6 percent return? Is that 
right ? 

Mr. Gerves. We deduct taxes, but do not deduct interest; that is 
right, to arrive at the amount that is used by the commission for 
fixing return. 

Mr. Utuman. The bond interest comes out of your 6 percent, in 
other words? 

Mr. Gerpes. That is correct. 

Mr. Utitman. Then that would reduce substantially the figure. 
However, your interest is considerably less than your allowable re- 
turn, is that not right ? 

Mr. Gerpes. Well, it depends what you sell your bonds for. We 
sold a bond issue last July with 5 percent interest. We sold one 
a for about 3.7 percent interest. 

Mr. Uttman. Assuming a normal money market then, you could 
very well expect a return of well over 6 percent on this kind of in- 
vestment due to this differential between the cost of interest and 
the amount which you are allowed to get on your return. 

Mr. Gerves. You have to earn more than 6 percent on common 
stock equity or you just cannot attract the investors into the purchase 
of the stock. 

Mr. Uttman. That is enough on that point, Mr. Gerdes. 

I was interested in your statement that you had listed some 200 
chambers of commerce and other organizations supporting this part- 
nership proposal. Do you honestly believe that they, the ee 200 or- 
ganizations, understand the partnership proposal and all of the related 
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wheeling and firming contracts that go into this complicated pro- | 


cedure 

Mr. Gerpes. I cannot vouch for what was in their minds any more 
than I can vouch for what is in the mind of those that oppose it. 

I think there was a factual presentation made in virtually all of 
the cases I am familiar with—I did not make any presentation to all 
these organizations myself, but certain information was supplied to 
them and their conclusions were as indicated. 

Mr. Utiman. I was interested in yesterday’s testimony that you 
made quite a point of the fact that the Comptroller General and his 
staff did not understand very well the wheeling and firming contracts 
and other matters. 

Mr. Gerpes. lam afraid they didn’t. 

Mr. Uniman. It is hard for me to understand how a man in his 
position could not understand and yet all these chambers of com- 
merce and other organizations understand what the complications 
and implications are. 

Mr. Gerpes. But none of those matters affects the basic economy 
of this partnership proposal, the savings to the United States Govern- 
ment in initial investment and taxes that the governments will re- 

ceive, Federal, State, and local. 

Mr. Utiman. Of course, we just went over the proposal on taxes, 
In fact, these automatically go in your base rate in the State of 
California and you are allowed a return above these taxes which 
makes you pretty much a tax collector and it costs the people of the 
State, whether you put it in your pocket or another pocket, this much 
money. It isnot an actual saving. 

Mr. Gerves. It does work out to an unfair situation where our 
power consumers have included in their power rates an element for 
taxes and the power consumers of these few favored, preferred 
customers, don’t have to have any element of taxes included. 

Mr. Enate. It is true, though, that the Pacific Gas & Electric Co. 
has purchased this CVP power since the first hydro plant went on the 
line and as the largest consumer has received about 80 percent of CVP 
energy and you say that is all reflected in the rates and your cus- 
tomers all get the benefit of it. 

Mr. Gernes. They already have, Mr. Engle. 

Mr. Enatr. My view of it is that the biggest preference customer 
in the CVP has been the Pacific Gas & Electric Co. up to a grand 
total of 80 percent of it over the last 15 years. 

Mr. Gerprs. We have taken the majority of the energy; that is 
correct. 

Mr. Enatr. Eighty percent is a good solid majority. 

Mr. Gerpes. That is a majority all right for the past. 

As a matter of fact, up until 1951 we were the sole purchaser. 

Then commencing with the time we made this wheeling contract 
under which we enabled the Bureau of Reclamation to sell power to 
these preferred customers, they have been nibbling away at our 
customers; the result is that they have taken away enough customers 
from us so that they have sold out their dependable capacity. 

So they have advised us. 

Mr. Enotes. Right at this moment, P. G. & E. is still the biggest 
customer of CV P power. 
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Mr. Gervres. For dump power, yes, but 1 in fiscal 1956 we got only 
10 percent of the firm energy. The Sacramento Municipal Utility 
District takes several times the firm power we do. 

Mr. Enoir. Well, we will have to argue that a little. 

Mr. Utitman. Mr. Gerdes, I was interested in the question of the 
gentleman from Oklahoma in which he was bringing out the point 
that your cost for buying this falling water was the equivalent of 
steam. 

Mr. Grrpves. That is right. 

Mr. Utiman. As I understood it, you indicated that you would 
not get any more benefit from this souree—— 

Mr. Gerves. That is right. 

Mr. Utuman. I would like to ask you the question: Why are you 
engaged in such a difficult fight as this is in order to get falling 
water when you can turn around, without any argument with any- 
body, and put in steam and get all the advantages? Why this big 
fight for Trinity falling water ? 

Mr. Grerves. The reason is what we believe to be the sound way 
of disposing of power from reclamation projects. It is our view 
that the sound way to dispose of power from reclamation projects 
is to have that power absorbed in a large regional system such as 
ours and sold to the people of the area, and that under such arrange- 
ments the water users and the taxpayers will receive maximum 
benefits. 

That being the policy that we firmly believe in, we don’t hesitate 
to enter intoa controversy. 

Mr. Uttman. What you are saying is that this is not then a matter 
of dollars and cents for your stockholders; this is a matter of phi- 
losophy in development and a philosophy well represented by this 
National Association of Electric Companies in their ads that they 
have been putting out over the years and it is more philosophy than 
it is dollars and cents. 

Mr. Gerpves. I would say it is more than that. There are a great 
many millions of dollars in benefits to the public. 

We are the largest taxpayer in California. As such we are in- 
terested in seeing “that these public water projects are handled in a 
way that will minimize the cost to the public, including ours, as a 
taxp: yer. 

Mr. Utitman. As I indicated before, you are the largest tax col- 
lector in the State of California. 

Now, are you opposed then, to all Federal generation of power? 

Mr. Gerpes. You mean on Trinity or just as an abstract 
proposition ¢ 

Mr. Utuman. We are saying this is more a matter of philosophy 
than it is dollars and cents. I am asking you the question: Are you 
opposed as a matter of principle to all Federal generation of power? 

Mr. Gerves. Well, it is hard to answer the question “all.” I think 
in most cases the matter can be handled to the advantage of the tax- 
payers, water users, and power consumers, by working out coopera- 
tive arrangements with the power companies in the area rather than 
having a separate distribution of power by the Government. 

Mr. Uriman. Generally you are opposed to public power 
generation. 
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Mr. Gerves. We did not oppose Shasta. 

Mr. Enetx. Will the gentleman yield ? 

Mr. Geroes. I desire to correct that, Mr. Engle. 

As a Federal project we did not. What I think Congressman Engle 
was going to suggest to us was when the Central Valley project back 
in 1933 was proposed as a State project during the great depression 
the company did participate in referendum on that matter and the 
referendum was lost. 

But what I was endeavoring to say was, as a Federal project we 
did not oppose generation of power on the Central Valley project, 
Mr. Engle; we never appeared before any of the committees here 
opposing any generation in connection with Shasta. 

Mr. Enote. When you got licked on a referendum in California, 
you threw in the sponge. 

Mr. Uttman. I think that concludes my questioning. 

Mr. AsprnaLi. Now, the chairman has been very charitable in giv- 

permission for time this afternoon. The Chair has a few things 
he has to do. 

Mr. Sartor. Mr. Chairman, I would like to make one comment in 
regard to Mr. Engle’s statement on the tremendous amount of power 
that he now accuses P. G. & E. of getting. 

Now, if he is going to use the report of the Comptroller General, 
he is stuck with the good part as well as the bad. The principal find- 
ing of the current audit, which occurs on page 17, says: 

Our review shows that one preference customer has under contract about 
56 percent of the project dependable capacity. 

If one preference customer has 56 percent of dependable capacity, 
I would like to know what sort of mathematics Mr. Engle uses to 
say that P.G. & E. gets 80 percent of the power. 

Mr. Encir. What I said was that they got 80 percent of the power 
since the first hydro went on in 1944. I said that in 1956 they got 
33 percent and inasmuch as the SMUD contract is not now up to the 
maximum, their maximum is 290 kilowatts, they are not using that 
much now, so they actually have it under contract, but they are not 
taking it. 

And, of course, that is what they said, the Interior Department 
said, at Roseville when I was trying to pry loose 7,500 lousy little 
kilowatts. 

The fireflies on the Potomac would create more electricity than 
that. 

And I had to hold a major hearing to get them 7,500 kilowatts of 
PME 

Mr. Saytor. As to those hearings that were held on Roseville, while 
you scream loud and long for the people of Roseville, I also found 
out that you did not think very much of another claim ofa preference 
customer, an agency of the Federal Government known as the Ames 
Laboratory claim for power, which is a preference customer. At that 
time you protested the Bureau was pouring down the rathole, as you 

called it, all the power to that: preference customer. 

I think it turns on just what preference customer is involved here. 

Mr. Enere. Mr. Chairman, may I briefly comment on the state- 
ment made by Mr. Saylor? The comment is that the Ames Lab runs 
big blowers for aircraft experimentation, they picked off 25,000 kilo- 
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watts of the power of the Central Valley project. They run their 
blowers maybe a half hour or an hour. That power has to sit there as 
a standby to pick up the load whenever they turn on their fans. 

It is a load whose characteristic is such that it ought not to be 
handled by the Central Valley project power production. It is the 

sort of thing that fits into Mr. Gerdes’ 414 million kilowatt system. 

What I objec ted to was pouring Central Vv alley project power down 
that rathole. The answer is this: that Ames Lab did not use that 
25,000 kilowats and P. G. & E. picked that up. Is that not right! 

Mr. Geroes. I think that may be correct, but Mr. Engle, in public 
statements you have made you said that you wanted to have Trinity 
power used for the Ames Labor: atory which, as a matter of fact, under 
the Central Valley project rates, w ‘ould cost them a great deal more 
than it would buying it from the company. 

Mr. THomson. May I ask one question to clarify something from 
my previous question, Mr. Chairman? 

On page 12 of your statement when you referred to the $650 million 
in authorized projects expressly authorized in California, did that 
include flood-control projects as well as reclamation ? 

Mr. Bonner. Yes, sir. 

Mr. THomson. Do you have it broken down? 

Mr. Bonner. Yes, sir. 

Mr. THomson. What is the reclamation ? 

Mr. Bonner. Mr. Thomson, those amounts in round figures are $400 
million for the Corps of Engineer projects and ap proximately a 
quarter of a billion dollars for bureau projects. That would give you 

the $659 million. 

Mr. A AspINALL. Thank you very much, Mr. Gerdes. 

Mr. Gerpes. Mr. Chairman, there is one point that I was caught off 
balance on. It will just take one second. 

Mr. Engle read from page 50 of the audit report to Congress that 
has been called the Comptroller General’s report for fiscal 1956, and 
I said I had not read this statement. I was frankly caught completely 
off balance. 

The fact is that I did read this section, but I dismissed it from my 
mind because it just does not have anything to do with our contracts. 

What the Comptroller General is commenting on under that heading 
is the allocation of project dependable capacity among these so-called 
preferred customers. He is trying to figure out how much power 
there may be to sell to these other preferred customers. 

I have read it since the question was asked me. I remember having 
read it, and it has just nothing to do with the issues at hand here. 

Mr. Asprnauu. If it has no bearing on it, then what is the use of 
paying any attention to it. 

Thank you very much, Mr. Gerdes, Mr. Dreyer, and Mr. Kuder, 
Mr. Bonner and Mr. Roberts. 

Mr. Gerpes. I want to thank you and the other members of the com- 
mittee for the great patience you have shown to us and the ample time 
you have allowed us to make our presentation here. 

Mr. Asprnatt. Thank you very much. 

The committee is now adjourned until 9:30 in the morning. The 
House goes into session at 11. 

(Thereupon, at 3:40 p. m., the committee was recessed, to reconvene 
at 9:30 a. m., Thursday, January 23, 1958). 
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(Pursuant to agreement of January 23, 1958, the following letter 
was made a part of the record at this point :) 


CALIFORNIA TAXPAYERS’ ASSOCIATION, 
Los Angeles, Calif., January 17, 1958. 
Hon. WAYNE N. ASPINALL, 
Chairman, Irrigation and Reclamation Subcommittee, House Committee 
on Interior and Insular Affairs, House Office Building, Washington, D. C. 


Mr. ASPINALL AND COMMITTEE MEMBERS: Two bills before you, H. R. 6997 
and H. R. 7407, would provide for the joint development of waterpower resources 
of the Trinity River division, Central Valley project, California, by the United 
States and private enterprise. 

Each of the bills—they are identical in provisions—was introduced by a mem- 
ber of the California delegation. One of the authors, Mr. Utt, is a member of 
your overall Committee on Interior and Insular Affairs. Mr. Scudder, author 
of the second of this pair of bills, also has a long record of service for good 
government in California and in our Nation’s Capital. 

California Taxpayers’ Association—a statewide organization representing all 
kinds of taxpayers—has a longstanding policy in support of removing the Gov- 
ernment from commercial activities in competition with its citizens and of encou- 
raging development of hydroelectric power by local public or private enterprise 
in partnership with the Government at Federal dams. Copies of a resolution 
adopted by the board of directors of California Taxpayers’ Association May 12, 
1955, stating this basic policy, and a resolution adopted March 6, 1957, by the 
executive committee of California Taxpayers’ Association, endorsing the pro- 
posal that private enterprise construct and pay for the power facilities on the 
Trinity project—a direct application of this basic policy—are attached. 

We believe that the “joint development of waterpower resources,” as proposed 
in H. R. 6997 and H. R. 7407, would carry forward this “partnership” policy 
with a notable savings to taxpayers in the process—both in reduced Federal 
costs and in tax sharing by the privately owned developments which, under the 
terms of these bills, would be taxable by California’s State and local govern- 
ments, as well as by Uncle Sam. 

California Taxpayers’ Association, therefore, endorses the principle for joint 
development of the waterpower resources of the Trinity River division, Central 
Valley project, California, by the United States and private enterprise, as pro- 
posed in H. R. 6997 and H. R. 7407. 

We ask that this letter and the supporting materials be made a part of the 
record of your hearings on these bills. 

We ask also your favorable action on these two bills. 

Respectfully submitted. 

S. J. ARNoLD, General Manager. 


RESOLUTION FOR PARTNERSHIP DEVELOPMENT OF POWER FACILITIES 


Preparation of the following resolution was authorized by the board of di- 
rectors of California Taxpayers’ Association on May 12, 1955. The draft was 
approved by the executive committee on June 8, 1955, and the action ratified by 
the board on August 2, 1955: 

Whereas California Taxpayers’ Association believes that any development of 
power facilities by Government should be carried out at the least cost to tax- 
payers; and 

Whereas the construction of power facilities by local enterprise can save mil- 
lions of dollars in Federal expenditures and result in beneficial broadening of 
local tax bases : Now, therefore, be it 

Resolved, That California Taxpayers’ Association support the announced pol- 
icy of the present administration of removing the Government from commercial 
activities in competition with its citizens and of encouraging development of 
hydroelectric power by local public or private enterprise in partnership with 
the Government at Federal dams; and be it further 

Resolved, That the Secretary of California Taxpayers’ Association is directed 
to send copies of this resolution to the President of the United States, the Secre- 
tary of the Interior, the Governor of the State of California, Senators William F. 
Knowland and Thomas H. Kuchel, each member of the congressional delegation 
from California, and to the Interior and Insular Affairs Committee of the Sen- 
ate and House of Representatives of the United States. 

S. J. ARNoLp, Secretary. 
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INFORMATION BULLETIN 246, Marcu 8, 1957 
TRINITY PROJECT AND PRIVATE ENTERPRISE 


The executive committee of California Taxpayers’ Association, at its March 
6 meeting in Los Angeles, endorsed the proposal that private enterprise construct 
and pay for the power facilities on the Trinity project, and market the power 
over the private corporation’s transmission lines, in the following resolution: 

Whereas the Hoover Commission has recommended that Federal Government 
activities which are competitive with private enterprise be eliminated, and 

Whereas with respect to the power component of new multiple-purpose water- 
power projects of the Federal Government, the Hoover Commission has specif- 
ically recommended : 

“No. 15 (a) That private enterprise be offered the opportunity to provide the 
capital for the electrical component of multiple-purpose dams and dispose of 
the power through their own systems (they being subject to regulation of rates 
by Federal and State authorities) * * *”’; and 

Whereas the President of the United States has proposed that there be a joint 
or “partnership” principle with regard to development of water and power proj- 
ects and this principle was endorsed by the board of directors of California 
Taxpayers’ Association on May 12, 1955; and 

Whereas in line with these principles a private corporation has proposed to 
construct and pay for the power facilities on the Trinity project, including pay- 
ing for the use of the falling water used to generate power, as well as to 
market the power over the private corporation’s transmission lines throughout 
its service territory under rates fixed by the California Public Utilities Com- 
mission, and 

Whereas the United States Secretary of the Interior, Hon. Fred A. Seaton, on 
February 12, 1957, recommended to the Congress that it approve this proposal, 
and 

Whereas instead of a Federal subsidy or added Federal costs, a savings to tax- 
payers of some $55 million in the initial cost of construction—which cost would 
be carried by private enterprise—is evident ; and 

Whereas under private ownership, over a 50-year period, it is estimated that 
some $145,600,000 of taxes which would otherwise have to come from other tax- 
payers would be paid by private enterprise for the support of Federal and local 
governments: Therefore be it 

Resolved, That the executive committee of California Taxpayers’ Association 
endorses the proposal of private enterprise to construct and pay for the power 
facilities at the Trinity project and to distribute such power over its transmis- 
sion lines to customers in its service territory under rates fixed by the California 
Public Utilities Commission. 
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JOINT DEVELOPMENT PROPOSAL FOR TRINITY 
POWER FACILITIES 


THURSDAY, JANUARY 23, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND [NsULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:30 a. m., in the com- 
mittee room, New House Office Building, Hon. Wayne N. Aspinall, 
chairman of the subcommittee, presiding. 

Mr. Asprnatt. The Subcommittee on Irrigation and Reclamation 
of the main Committee on Interior and Insular Affairs will now be 
in session for the further consideration of H. R. 6997 and related bills. 

At the close of yesterday’s session, the proponents had used 414 
hours, not counting the time that was given to Congressman Scudder 

and the questioning of Congressman Scudder. This morning we 
shall start the presentation of the testimony given in opposition to the 
bills now under consideration and shall endeavor today and tomorrow 
to at least take care of those witnesses who are from out of town who 
are appearing in opposition. The testimony from the Department 
will, of necessity, have to go over beyond this week. 

When we closed yesterday’s session there was in the possession of 
the chairman a letter from the California Taxpayers Association 
addressed to the chairman of the sicoaunicuen and signed by the gen- 
eral manager, together with two pages of attached statements in 
explanation of the position of the California Taxpayers Association 
in favor of the legislation. 

Unless there is an objection, the letter, with the attached papers, 
will be made a part of the record of the hearing at the end of yes- 
terday’s session. Is there any objection ? 

Hearing no objection, it is so ordered. (See p. 128.) 

Unless there is an objection, the statement of Congressman McFall 
of California in opposition, and the statement of Congressman Moss 
from California in opposition, and, as previously ordered by the com- 
mittee, the statement of Senator Kuchel, and the statement of any 
other Congressman or Senator who wishes to have a statement put in 
the record in opposition to this will be made a part of the record at 
this point. 

Hearing no objection, it is so ordered. 

(The statements follow :) 


STATEMENT BY CONGRESSMAN JOHN J. McF att, 11TH District, CALIFORNIA 


Mr. Chairman, I welcome the opportunity to testify briefly before this com- 
mittee today so that I may be recorded as emphatically favoring full and com- 
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plete development by the Federal Government of the Trinity River project in 
California. 

You have for consideration a vital issue, both as a project and as a precedent, 

We are, I am sure, in accord on this: Recognition of the urgency to move 
toward continued development of natural resources, to provide our people with 
necessary water and power. The only question is as to method. The decision 
made now will profoundly affect future development of these resources, in 
California and the Nation. I must reach the conclusion that Federal develop- 
ment of the Trinity River division of California’s Central Valley project is the 
proper answer. 

The water and power demands of the people of the State of California are so 
immense that it will require the efforts of the Federal Government, State and 
local agencies and the private power companies to supply that need. The private 
power companies are to be commended for their diligence in seeking to fill the 
need. 

However, in the instance of the Trinity, the people should be permitted to 
develop for themselves and control forever the distribution of this low-cost 
irrigation water and power through a public-power project that will pay for 
itself, that will be a public asset and not a liability for the taxpayer. 

I believe the testimony presented before this committee will show that public 
development of the power is almost certainly essential to the continuance of the 
San Luis project, a further essential development of California’s water resources 
and a development that would be seriously hampered by higher power costs if 
the so-called partnership plan were adopted. 

It most certainly is also true that the Federal Government itself can use a 
great portion of this public power for which it has a continually increasing need 
and that adoption of the so-called partnership will increase these Federal oper- 
ating costs and hamper the future development of Federal 
California for defense and other governmental purposes. 

It is also true that the people of the State of California are entitled to retain 
public-power development on the Trinity as a yardstick to measure reasonable 
private electric rates in the future. 

It is submitted that the Trinity should be integrated with California’s Cen- 
tral Valley project designed to meet the needs of the people for water, flood 
control and cheap electricity where it will by this integration further enhance 
the value of the CVP by more than the combined value of the two projects ope 
ating separately. 


installations in 


STATEMENT OF CONGRESSMAN JOHN E. Moss, Tuirp CALIFORNIA DISTRI 


FEBRUARY 10, 1958 


Mr. Chairman, I am making this statement in opposition to H. R. 6997 and 
H. R. 7407, both of which bills provide for sale by the Federal Government of 
the falling waters of the Trinity River project in California to the Pacific Gas 
& Electric Co., and for construction of the project’s power facilities by that 
utility. 

In my view, the Department of the Interior not only has failed to make out 
a strong case before your committee for the private exploitation of Trinity 


River power by the P. G. & E., but it has engaged in 


a bewildering exhibition 
of 


juggling with facts and figures in an effort to prove its contention. 

A year ago, on February 1, 1957, Secretary of the Interior Seaton unequiv- 
ocably reported that under the so-called P. G. & E. partnership plan, the Central 
Valley project over a 50-year period would earn some $86 million more from 
the sale of falling water to the utility than it would earn by generating and 
selling this power itself. 

This figure was proved to be in error, and the Secretary thereupon upped it, 
on June 5, 1957, to $115 million. More recently, in the January 1958 hearings 
before the members of this committee, Mr. Samuel Morris, an internationally 
famous engineer, challenged the $115 million figure, and the Secretary of the 
Interior, like a prestidigitator with a hatful of rabbits, has now come up with 
a new figure—$139 million this time. How long this last figure will remain 
firm appears to depend on how soon another accusing finger is pointed at the 
newest computations. 

Generally, in America, we go along with the rule that three wrong swings 
spell ‘“‘out,” whether they’re taken at a baseball or a figure on a cost sheet. 
But I am sure we are all willing, in this case, to give the Interior Department 
every opportunity to take another few swings at the Trinity project figures, if, 
in the end, the Department comes up with the right answer. 
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That’s what we are interested in here; an answer that will not only be in 
the ultimate interest of the water and power users of California, but of the 
Government as well. I feel strongly that sale of the Trinity’s falling water 
to the P. G. & E. would not constitute such a solution. 

The Department of the Interior contends here that, in addition to the $139 
million saved through the P. G. & E. partnership plan, an extra $83 million in 
taxes would be produced if the utility exploits Trinity power. This figure would 
be reduced by from $10 million to $20 million to cover the cost to the Govern- 
ment of recapturing the facilities at the end of 50 years. 

Thus, the gain from the partnership plan, proponents say, would be something 
like $200 million over 50 years. However, they fail to point out that, offsetting 
this alleged gain, preference customers would have to foot an increase of some 
$245 million in their electric bills, based on present rates. 

There is no provision for a review of these rates in the 50-year contract. 
This is one of the most amazingly unbusinesslike things about the contract. 
It does not require a crystal ball to figure out that in half a century power 
rates are bound to increase. The P. G. & E. recognizes this in its own con- 
tracts with customers, but the Secretary of the Interior ignores possible needs 
of the future and offers an arrangement to sell the Trinity’s falling water at 
a fixed price for 50 years. 

The end result of this can only be that instead of saving the Federal Govern- 
ment money, the P. G. & E.’s plan would cost added millions. In my book this 
is not good business for Government. And it therefore cannot be good business 
for the taxpayers. I make a point of the business aspects of the Central Valley 
project because the proponents of the so-called partnership plan have been so 
vehement in stressing the profit side of the project. 

It has been alleged by Secretary of the Interior Seaton that if the Bureau 
of Reclamation were to build and operate the powerplants of the Trinity, it 
would cost approximately 8.9 mills to produce power that would be sold for 4.5 
mills. This is an odd argument indeed for the Secretary to advance for turning 
over Trinity power to the P. G. & E., in view of the fact that in his official 
capacity the Secretary could propose an increase in the Federal power rate any 


time he wishes. Further, Trinity is specifically authorized as a unit of the 
Central Valley project, requiring Trinity power be pooled with other Central 
Valley proje t powerplants All Central Valley project power then would be 
sold at the same price. This is the present practice; it is the one followed by 
the Government on all its projects. It is also followed by P. G. & E. and other 
utilities. This explains why the suggestion that Trinity power would be sold 


at a loss has no sound basis whatsoever. 


In this connection, the Secretary of the Interior recently admitted that a 
1-mill boost in rates for Central Valley project power would provide the same 
increase in earnings contemplated in exploitation by the P. G@. & E. And this 
could be accomplished without repudiating or reversing the more than 50 years 
of Federal power policy 

Actually, as we all know, the Trinity project is a multipurpose river develop- 
ment program, no more and no less. It is an integral part of the Central Valley 
project, and was not, of course, constructed for pre fitmaking purposes, but 
rather to meet the needs of the people of the Sacramento and San Joaquin 
Valleys of California for water, flood control, and low cost power. 

Despite this fact, under the P. G. & E. plan for Trinity, the Federal Govern- 
ment would have to pay the utility penalties if water releases are reduced below 
certain specified amounts. Thus, the power and profit needs of the P. G. & E. are 
given priority over farmers in the Central Valley project service area, for 
whom the project was originally built. 

The P. G. & E.’s so-called partnership plan, has a high sounding title, but the 
testimony before your committee has shown beyond question of doubt that if 
this legislation is passed it would set a pattern that would doom public power 
as we know it today. That is how important this Trinity project is to Cali- 
fornia and the 17 Western States. 

With the construction of Shasta Dam on the Sacramento River, the P. G. & B. 
got its nose under Uncle Sam’s power tent, and in my opinion it is now in the 
process of crawling all the way in and taking possession. 

The chief interest of this utility lies in garnering fat profits, and not in making 
gifts to the Federal Government or any other public or private body. Ever 
Since 1944, it has been the recipient of bargain rate power from the federally 
operated and owned Central Valley project. 
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In 1956, for instance, the total sales of Central Valley project energy amounted 
to 3,006,395,916 kilowatt-hours. Of this, sales of P. G. & E. amounted to 
1,447,808,707 kilowatt-hours, or nearly half of all Central Valley project power 
produced. Sales to preference customers, other than Federal agencies, amounted 
to only 1,070,277,794 kilowatt-hours, and sales to Federal agencies, 324,861,220 
kilowatt-hours. All told, a mere 163,448,195 kilowatt-hours were used for 
project pumping and other Central Valley project uses. 

For the power purchased in 1956, the P. G. & E. paid the Federal Government 
an average price of 3.21 mills per kilowatt-hour, or a total of only $4,645,384 for 
the vast amount of power it bought. 

An indication of the tremendous profit the utility company made on this 1 
year’s transaction may be seen by comparing the 3.21 mills it paid the Federal 
Government per kilowatt-hour with the grand average of 17.2 mills per kilowatt- 
hour P. G. & E. received for the total number of kilowatt-hours it sold to the 
general public in 1956. In other words, the P. G. & E. on the average received 
five times more money per kilowatt-hour for the power it sold the public than 
the company paid the Federal Government. 

There are a few other pertinent figures I should like to call to the attention 
of the committee in connection with the P. G. & E.’s “unselfish and publie 
spirited” attitude toward federally generated power. 

Sale of energy from the Central Valley project from the beginning of com- 
mercial operations in 1944 to January 1, 1957, reached a grand total of 
23,873.486,387 kilowatt-hours. This, according to Bureau of Reclamation figures, 
is broken down as follows: Sales to P. G. & FE. over the period, 19,157.750,554 
kilowatt-hour; sales to Federal agencies, 1,188,645,337 kilowatt-hours, and 
sales to preference agencies, other than Federal, 2,506,408,228 kilowatt-hours, 
Project use, including pumping, amounted to 1,020,682,268 kilowatt-hours. 

From these figures it is quite apparent how far the P. G. & E. camel has 
inched its way to bigger and better things. The members of this committee 
have been told that if either H. R. 6997 or H. R. 7407, or any other similar 
administration bill is passed, the preference customers of the Central Valley 
project, including Federal agencies, municipalities, power districts and coopera- 
tives, will be deprived of 330,000 kilowatts of power. I do not believe that this 
loss of low cost power can be ignored. 

The Commissioner of Reclamation has made it clear that for all practical pur- 
poses the P. G. & E.’s Trinity plan—if San Luis is also constructed—would result 
in a 38 percent reduction in the power available for customers of the Central 
Valley project below that available under all Federal development. 

Actually, if P. G. & E. gets Trinity power, and if the Government then con- 
structs a San Luis project, there will only be enough Central Valley project 
power left for one preference customer—the Sacramento Municipal Utility 
District, which has a 40-year contract for 290,000 kilowatts. All other cus- 
tomers now receiving Central Valley project, including the city of Roseville, 
Calif., the Shasta Dam Public Utilities District, the Plumas Sierra Rural 
Electric Co-op, the Glenn-Colusa Irrigation District, the Provident Irrigation 
District, and many Federal agencies would have to buy their power from the 
P. G. & E. at several times the rate they now pay. I ask you if this can by the 
wildest stretch of the imagination be considered economy in the operation of 
government. 

In considering the partnership plan, it is interesting to note that a group of 117 
private owners of public utilities—declaring themselves as American Independ- 
ent Electric Light and Power Companies, and including the P. G. & E.—has for 
many months been sponsoring advertisements in national magazines purporting 
to show that those receiving electricity from Government power projects are a 
“privileged few profiting at the expense of customers of the private utilities.” 
I think I have shown in this statement that as far as Central Valley project is 
concerned, the P. G. & E. is paramount among the privileged. 

In connection with these advertisements, I should like to reeall to tl 
mittee’s attention a recent audit report by the Comptroller General f 
year 1956, which states 


le eomM- 
or fiseal 
that P. G. & E. is receiving unjustified profits in the mil- 
lions of dollars through its purchase of Central Valley project power, and as a 
result of its carrying Central Valley project electricity over its lines to public 
agencies. In this report, Comptroller General Joseph C. Campbell charges that: 
(1) The rate being assessed by the P. G. & E. for carrying Government energy 
over its lines is excessive; (2) the utility company is getting a windfall benefit 
of about $280,000 a year because of contract provisions on the operation of Central 
Valley project which are adverse to the Government interests. 
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This audit report by the nonpolitical Government Accounting Office was 
made available to this committee, as well as to the Senate Interior and Insular 
Affairs Committee, and is, I believe, now under study. 

The Campbell report does not attempt to tell what the Government should pay 
for the wheeling or transmission of energy over P. G. & E. lines for such agencies 
as the Sacramento Municipal Utility District, and other State and local com- 
munities. However, it does point out that the 1 mill per kilowatt-hour rate does 
not take into consideration the amount of power carried or the distance trans- 
mitted. In addition to the high wheeling charge, Campbell also asserted that 
in 4%4 years the P. G. & E. enjoyed a financial benefit of at least $1,280,000 which, 
under a contract more equitable to the Government, it would not have obtained. 

In the light of these adverse findings by the Comptroller General, the Secretary 
of the Interior has served notice that he intends to continue the Central Valley 
project wheeling and firming contracts with the P. G. & E. for another 50 years. 
This is scarcely creditable, yet it is a fact. 

With further reference to the GAO report covering fiscal year 1956, the Comp- 
troller General details his criticism of the P. G. & E.-Bureau of Reclamation 
contracts as follows: 

1. The P. G. & E. is receiving considerably more dependable power than called 
for in its contract with the Federal Government. The so-called excess, or dump 
power, is billed to the company at a much lower rate than that for firm power. 
The financial benefit to the company in that 444-year period was $963,000. 

2. Preference agencies, such as the Federal Ames Aeronautical Laboratory 
and the Mare Island Navy Yard, have not required the amount of energy taken 
over P. G. & E. lines as originally contemplated. Because of this, the company 
has benefited in the period under consideration by $317,000. 

3. Transmission line losses contemplating the delivery to Tracy, San Joaquin 
County, of Shasta Dam and Keswick energy originating in Shasta County have 
been computed at too high a figure. Actually the Shasta-Keswick output is put 
into the P. G. & E. system at its Cottonwood substation near Shasta-Keswick, 
and there is not what might be described as “leakage” occurring as would be 
the cuse if the energy were taken through to Tracy. Thus the company receives 
more electricity from the Central Valley project than the amount for which it is 
billed. The report does not estimate how much is being lost by the Government 
because of this contract provision. 

4. The Government is losing additional money, not estimated, because of 
other clauses of a more or less minor nature in the contract. 

These facts and figures relating to the P. G. & E.’s dealings in the past with 
the Central Valley project are quoted because what has gone before, more often 
than not, presages what is apt to happen in the future. The leopard does not 
change its spots overnight, and neither does the P. G. & E. alter its well-laid 
plans to grab all the public power it can in California. Of that you may be sure, 
despite high-sounding statements on the part of this utility or seeming altruistic 
partnership plans. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
January 16, 1958. 


Hon. WAYNE N. ASPINALL, 
Chairman, Subcommittee on Irrigation and Reclamation, 
Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: H. R. 6997, now before you for hearing, would 
effectively eliminate basic provisions of the Trinity River project law which 
Congress enacted in 1955. It would wipe out the unmistakably clear provisions 
of that statute providing for logical integration of a $225 million Trinity Dam 
with the multipurpose Central Valley project system. The proposal before you 
would turn over to a private utility company, under a 50-year contract, the 
right to generate electricity from the falling waters of Trinity Dam, although 
the Trinity law provides for Federal generation of power with sale to public 
agencies. Thus, this proposal would destroy the historic doctrine of preference 
Sales to such public agencies, a doctrine long exalted each 4 years by the plat- 
forms of both major American political parties. Specifically, it would require 
Federal defense facilities and local public agencies, in northern California, 
to pay far more for electricity from a private utility than would be the case 
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if the present Trinity law were carried out. On the basis of a congressional | 


staff study which I requested and which I believe, the proposal before you 
would needlessly add $200 million to the power costs of such public bodies over 
the half century the proposed contract would run. And beyond all this, it 
would repudiate the position of the people of California which they expressed 
at the ballot box and through their elected representatives, in approving an 
integrated, multipurpose Central Valley reclamation system. 

The legislation before you would, in part, approve an offer of the Pacific Gas 
& Electric Co.—the private utility which would contract with the Federal 
Government under the legislation before you—to extend certain transmission 
and exchange service contracts and also sale and interchange contracts entered 
into with the Federal Government, all of which relate to power presently pro- 
duced by the Central Valley's project. 

In a recent report to the Congress, the Comptroller General asserts that, in 
his judgment, operations under some of these agreements “do not provide ade- 
quate protection to the financial interest of the Federal Government.” Never- 
theless, the legislation before you would extend these same agreements for 
the half-century period of the new contract proposal. To me, it is incredible 
that Congress would now approve that which the Comptroller General has found 
wanting in proper protection of the Federal Government. This is an example 
of the many serious considerations involved in the bill before you and which, 
I assume, your committee will explore thoroughly. 

These are some of the reasons which prompted me, a year ago, to register my 
opposition to the contract proposals of the Secretary of the Interior, which 
are embodied in the bill before you. The intervening months have not shaken 
my considered conclusion that the private-contract concept is against the in- 
terest of the people of California and of the Nation. To the contrary, further 
study has the more indelibly impressed me with the rectitude of my position 
in this controversy, and I continue to oppose the contract proposal. I continue 
to support the provisions of the present Trinity law providing for Federal con- 
struction and integration of Trinity with the Central Valley’s project. 

For your record, I attach some comments I have previously made on this 
matter in the Senate. 

Very sincerely yours, 


THOMAS H. KUCHEL, 
United States Senator. 


[From the Congressional Record of February 20, 1957] 
TRINITY RIVER—CENTRAL VALLEY PROJECT, CALIFORNIA 


Mr. Kucuet. Mr. President, yesterday I prepared some comments relative to 
a problem which is of primary concern to the State of California, which I have 
the honor, in part, to represent in the Senate. I wish to make those same com- 
ments now to the Senate. 

As authorized by Congress, the Trinity Rivér division project in my State will 
be a multipurpose project, completely integrated with the Central Valley project, 
which itself is a public, multipurpose project approved by the people of Cali- 
fornia in the 1930’s, and which was built by the Federal Government under 
Federal reclamation law. 

The Trinity project was recommended by former Goy. Earl Warren and by 
Gov. Goodwin Knight as such a multipurpose development. In the Senate, in 
1955, I sponsored the legislation authorizing the Trinity project, and my col- 
league, the minority leader, the distinguished senior Senator from California 
[Mr. KNowLANp], cosponsored it. 

In July 1955, Representative ENGLE requested the Senate to take up his House- 
approved bill by reason of the lateness of the session. It was similar to the 
Senate version, except that it provided also for a continuance of studies and a 
report to Congress by the Secretary of the Interior on proposals for power de- 
velopment through the purchase of falling water at Trinity by a non-Federal 
agency, as a result of proposals made by the Pacific Gas & Electric Co. 

Last week, pursuant to the study provision, the Secretary recommended a con- 
tract with the Pacific Gas & Electric Co. for the purchase by it of falling water 
and the installation of power-generating facilities at Trinity. Whether the 
Federal multipurpose development there and integration with the Central Valley 
project are now to be abandoned and the contract approved are, under the law, 
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for Congress to determine. I shall discuss here only a few of the salient points 
on which he bases his recommendation. 

The Commissioner of Reclamation in his report which is attached to the Sec- 
retary’s recommendation states: 

“The all-Federal development assumes extending to the Trinity division pol- 
icies and reclamation law which provide for sale (1) of power to preference 
agencies, (2) at lowest rates to all customers consistent with the financial needs 
of the project.” 

This is the basis on which the Central Valley project was built and upon 
which the Trinity project now under construction, was authorized by Congress, 
all pursuant to Federal reclamation law in effect since Theodore Roosevelt’s 
administration. 

Preference agencies are nonprofit, public agencies which are given priority in 
the sale of power publicly produced by the Federal reclamation projects. Among 
the agencies in California presently exercising their preference with the Central 
Valley project and buying public power are municipalities like Sacramento and 
Roseville, the latter an atomic energy installation, various Army, Naval, and 
Air Force bases, and irrigation districts in the Sacramento and San Joaquin 
Valleys. 

If the Secretary’s recommendations were to be approved, his own Commis- 
sioner of Reclamation states that the power available to preference agencies 
would be curtailed; 650,000 kilowatts would be available to nonprofit agencies 
under Federal development, contrasted with 400,000 kilowatts under private 
development. 

Under private development, the Commissioner finds that the preference agen- 
cies would be required to pay $86 million more for power over a 50-year period 
than if Central Valley power continued to be available. If the proposed San 
Luis reservoir in the San Joaquin Valley were constructed, almost all prefer- 
ence customers would be required to look elsewhere for power. The Commis- 
sioner finds that they then would be required to pay a total of $118 million 
more for power, of which Federal installations would pay $71 million more, and 
State and local preference customers would pay $47 million more. This is 
tantamount to emasculating the preference law so far as the Central Valley 
project is concerned. 

Indeed, the Secretary himself recognizes this. In his letter of recommenda- 
tion, he states: 

“T am not unmindful of the fact that acceptance of the company’s proposal 
would render it impossible to comply with two of the restrictions contained in 
the act. The first of these is the provision which requires that contracts for 
the sale and delivery of the additional electric energy available from the Cen- 
tral Valley project power system as a result of the construction of the plants 
authorized and their integration with that system shall be made in accordance 
with preferences expressed in the Federal reclamation laws. The second of 
these is the requirement that a first preference be given to preference customers 
in Trinity County, Calif.— 


And here I observe that that will be the site of the Trinity project— 

“to the extent of 25 percent of the additional energy added to the Central Valley 
project as a result of the construction of the Trinity River division. Since joint 
development of the Trinity resource woud add no energy to the Central Valley 
project power system, except to the extent that the company provides support 
under its proposed amendments to the existing sales and interchange contract, 
it appears that there would be no power from which to satisfy either of the two 
restrictions mentioned. The company’s proposal would provide Trinity County 
with powerplant values to be added to its local tax base as an offset to its first 
preference position under all Federal construction.” 

The 1955 report of the Senate Interior Committee on the Secretary’s study 
accompanying the Trinity authorization bill, said on the question of the prefer- 
ences law: 

“The proviso is in no sense to be understood as an authorization to waive, 
in any negotiation for the sale of falling water, any preference in the sale or 
transmission of power as expressed in section 5 of the Flood Control Act of 1944, 
in the Reclamation Project Act of 1939, or in any other law.” 

In reporting the Trinity bill, it was the intention of the Senate committee to 
preserve inviolate the preference clause sections of the reclamation laws, and 
to indicate that the study by the Secretary was not to be interpreted as approv- 
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ing any departure from the traditional policy which as I have said, Theodore 
Roosevelt’s administration laid down. That was precisely my intention in 
handling the bill in the Senate, and was, I believe, the intention of the Senate 
in passing it. 

In my judgment, the Congress will not consider repealing the preference 
clause. At any rate, that clause will not be repealed with my vote. One does 
not need to be doctrinaire on power policies in order to recognize the right of 
people to determine the kind of electric service they desire for their community 
or their district, under preferences given to them by Federal law on Federal 
reclamation projects. With respect to Federal installations, long served by 
Central Valley project power, such as a Navy shipyard, an Atomic Energy Com- 
mission development, or Army or Air Force bases, it is illogical to urge that the 
Federal Government build a $225 million project only to compel its own govern- 
mental agencies to pay private-power rates for the electric energy produced by 
the water stored therein. Indeed, it would be illegal under the Trinity author- 
izing law. 

There is another fundamental consideration to which I wish to allude. The 
Secretary recommends that one segment, Trinity, of a vast, integrated reclama- 
tion project, be operated, so far as power production is concerned, entirely dif- 
ferently from the rest of the project. Here, in being, in the Central Valley 
project, is a whole integrated system of dams, powerplants, reservoirs, and 
canals, constructed by the United States, all designed to protect people and land 
from floods, and to benefit both through a dependable water supply for agricul- 
tural and domestic purposes. In paying for the cost of this immense undertak- 
ing, the people of the area benefit by the sales of electric energy which the sys- 
tem incidentally produces. 

To expand its benefits, so as to meet the growing needs of our State for the 
right amount of water at the right time, the Trinity project was first a dream, 
and then a reality. From the very beginning, the California State government 
has urged the Federal Government to undertake its construction and to inte- 
grate it with the Central Valley project, with a specific recommendation for 
Federal generation of power attendant upon the release of water from the 
new dam. 

The Secretary’s recommendation for private power development at Trinity is 
fraught with many perils. 

The theory of California water law is one of beneficial consumptive use. Our 
semiarid State cannot afford to waste water. In a Federal reclamation project, 
the Bureau of Reclamation must determine what is the most efficient use of the 
water in the storage reservoir for both domestic and agricultural use. That is 
the basis on which it must discharge its responsibility of administering reclama- 
tion projects. Beneficial consumptive use of impounded waters must have com- 
plete priority over their use for the generation of electricity. Under the Secre- 
tary’s proposed contract, the single responsibility of the company would be to 
produce hydroelectric power in a manner most efficiently to supply the needs of 
its own customers. In the proper functioning of the Central Valley project, I 
visualize a deadly serious problem if the needs of water by the Central Valley 
were to conflict with the needs of electricity by the customers of the company. 

The basic concept of the Central Valley project would be drastically atlered, 
if not, indeed, destroyed, by the proposed contract. Suppose, in a period of water 
shortage, agricultural needs compelled the project to draw off water from the 
reservoir at a faster rate than that required by the company for power production. 
Apparently to resolve the resulting problem, the contract proposal would require 
the United States to pay a penalty to the company for doing the very thing which 
the project was designed to accomplish. The basic purpose of the Central Valley 
project is storing and releasing water in the interests of irrigation and reclama- 
tion. That purpose is in the public interest, and the public interest requires that 
that purpose be fulfilled without imposing penalties on the Government of the 
United States. 

There is room in California for both public power and private power to meet 
the growing needs of our growing State. I seek to encourage both. Where, as in 
the Central Valley project and the Trinity River, facilities have heen created 
through an investment of public moneys, I believe that the power produced by 
them should be distributed to public agencies, as has been so successfully done 
for many years. The Central valley project was not constructed for profit. It 
was built to satisfy an urgent need among our people for reclamation assistance. 
Its benefits should be distributed on as wide a range as possible. 
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When the Trinity authorization bill was before the Senate, I had, as I have said, 
the responsibility of presenting it and of urging its passage. At that time, I 
repeated to the Senate what I earlier had said to the Senate committee : 

“Personally I believe in this instance, since all other generating plants in the 
Central Valley project are federally operated, the Trinity plants should be also. 
But to permit careful study of the partnership possibility, the Engle bill directs 
the Secretary of the Interior to continue its studies and negotiations and report 
with recommendations to Congress in not less han 18 months. I approve of this 
provision, because it will give Congress a full opportunity to decide whether 
the Trinity powerplants should be federally or privately operated.” 

In the intervening months I have repeated that statement to the people of 
California many times. That is the position I have taken in the public interest. 
And I am supported in that belief by the similar puosition which two Governors 
of California and their administrations have taken on it. 

I am supported, too, by the vote of the people themselves in approving the 
Central Valley project with their votes in the 1930's. I have studied the recom- 
mendations of the Secretary of the Interior. I realize that each Member of 
Congress must make his decision as he sees the light. I have made mine. I 
disagree with the recommendations of the Secretary of the Interior. They do 
not serve the interests of the people of California. I cannot and will not support 
them. 

[From the Congressional Record of May 13, 1957] 


ERROR IN TRINITY PROPOSAI 


Mr. KucHe.. Mr. President, earlier this year the Secretary of Interior rec- 
ommended legislation amending the Trinity project law so as to permit the 
Pacific Gas & Electric Co., for the next 50 years, to produce and market the elec- 
tricity to be generated by that project. Last week, the Secretary announced that 
there was error in his Department’s data upon which he made his recommenda- 
tion. Accordingly, he has asked Congress to delay all consideration of his pro- 
posal until he has had an opportunity to rectify the error and restudy his position 
in the matter. 

A portion of the error in the Secretary’s recommendation is disclosed by a 
congressional staff study which I requested. This study shows that the Depart- 
ment substantially underestimated the increased costs which Federal and other 
public agencies would be compelled to pay for their power from the company 
during the recommended half-century proposal. Instead of an estimated $86 
million additional cost, the staff study indicates that this figure should be revised 
upward to more than double this amount, or to an additional cost in excess of 
$200 million. 

Exclusive of power used by the Central Valley project for pumping water 
through its system, Federal agencies—military bases and atomic energy and mis- 
sile installations—presently purchase more than one-third of CVP power used by 
public agencies. On this ratio, a third or more of increased power costs would be 
borne by the Federal Treasury during the period of the proposed partnership 
contract. This would amount to increased annual congressional appropriations 
to these Federal agencies of considerably more than $55 million: indeed, the in- 
creased costs for their power could well exceed $70 million. One of the allega- 
tions made by the Secretary in his original recommendation is that a $55 million 
saving to the Government would be obtained if the company were to install the 
generating equipment. This saving is thus illusory. What the Government would 
allegedly save in one pocket it would certainly pay—and more—from another 
pocket. And at the end of the contract period, the Government, to obtain the gen- 
erating equipment, would be compelled to appropriate money to buy it from the 
company, at whatever value would then be placed on it. 

This situation is demonstrated now in the request to Congress for additional ap- 
propriations for the Ames Laboratory of the National Advisory Committee for 
Aeronautics in California. This agency deals in research for guided missiles. 
Testimony demonstrated that this laboratory has previously received all its elec- 
tric power from the Central Valley project at about 5 mills per kilowatt-hour. 
Expansion of the Ames Laboratory defense research requires additional electric 
power that cannot now be supplied by the project and will have to be secured from 
the Pacific Gas & Electric Co. at about 13 mills. In the case of this 1 installation, 
company service will cost the Federal Treasury about $1,720,000 more per year 
than equivalent service from CVP, of which Trinity, under present law, would 
be an integrated part. Congress this year will add that amount to the budget 
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for this one agency for the next fiscal year. Other Federal defense agencies will 
be faced with exactly the same problem. 


Why should Congress turn over to a private company the hydroelectric capacity 
of a publicly built Trinity Dam and then appropriate millions of additional 
dollars to California defense bases to pay for resulting increased power bills? 
Why should the Congress authorize a private utility to generate power on a 
publicly developed public reservoir only to purchase at a premium electricity 
its own agencies require? 

Mr. Asprnaty. Our first witness this morning is Mr. Paul Beer- 
mann, president of the California Municipal Utilities Association and 
director of the Water Department of the city of San Diego, who will 
introduce Mr. Samuel B. Morris, who will present testimony in op- 
position to the legislation. 

Mr. Enote. Mr. Chairman, I ask unanimous consent that Mr. Beer- 
mann be permitted to make his introductory statement and that the 
statement of Mr. Morris be made, and then the questioning occur after 
that; and, further, if we get up to 10:30 without having finished with 
Mr. Morris, that we be permitted to interrupt his testimony in order 
to hear brief testimony of some people who are here and have to leave 
tonight. 

Mr. Asprnaty. Unless there is objection, that will be the order of 
business for this morning. 

Hearing no objection, it is so ordered. 

Mr. Beermann, we are pleased to have you here this morning, and 
we shall be glad to listen to your statement and the presentation of 
Mr. Morris. 


STATEMENT OF PAUL BEERMANN, PRESIDENT, CALIFORNIA 
MUNICIPAL UTILITIES ASSOCIATION, AND DIRECTOR, WATER 
DEPARTMENT, CITY OF SAN DIEGO, CALIF. 


Mr. BeermMann. Mr. Chairman and members of the committee, 
my name is Paul Beermann. I am president of the California Mu- 
nicipal Utilities Association and director of the Water Department of 
the City of San Diego. My appearance here is in the capacity of 
president of the utilities association. 

The California Municipal Utilities Association is a voluntary or- 
ganization of municipally owned utilities and utility districts located 
through the State of California and from the United States-Mexican 
international border to over 600 miles to the north. Our members 
serve about 70 percent of California’s 14 million population with one 
or more services, such as electric, gas, municipal water, and irrigation 
water. Some of our members, such as the Shasta Dam Area Public 
Utility District and the Truckee Public Utility District, serve small 
rural communities; others such as the Los Angeles Department of 
Water and Power and the San Francisco Public Utilities Commission, 
serve California’s great metropolitan areas. Our membership is 
varied in character, representative and statewide. 

Careful review has been made of the proposed partnership agree- 
ment between the Government and the Pacific Gas & Electric Co. in 
connection with Trinity Dam project power. 

The California Municipal Utilities Association is opposed to the 
so-called partnership proposal for development of the Trinity project: 

First. It is felt that the proposal is adverse to the interests of the 
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United States from an economic as well as basic viewpoint. It would 
require power purchases by the Federal Government for its own agen- 
cies, including naval bases, airfields, and other defense establishments 
at substantially higher prices than if it developed the power itself. 

Second. Because we view with grave concern any departure from 
what has been a well-established principle of Federal reclamation de- 
velopment for over half a century—the principle that public agencies 
are entitled to preference in the purchase of water and electrici ity de- 
veloped by reclamation projects; this policy is designed to prevent 
private profit at public expense ; 

Third. Because the so-called partnership proposal would result in 
depriving public agencies and other preference customers of the 
right to apply for and purchase not less than 330,000 kilowatts of low- 
cost electricity which would be available for purchase under Federal 
development. These public agencies could use all of the excess power 
which can be produced; 

Fourth. The long-term benefit both as to income to the Federal 
Government and benefit to public agencies will be greater with public 
ownership than with a partnership agreement under which the Gov- 
ernment will supply the major fac ilities anyway. 

This position 1s in line with the policy statement issued by our 
association on public ownership. The resolution relating thereto is 
attached as exhibit A. 

Mr. Chairman, I would like, if it is possible, to put this into the 
record without reading it. 

Mr. Asprnauy. Unless there is an objection, the resolution will be 
placed in the record at the end of Mr. Beermann’s presentation. 

Hearing no objection, it is so ordered. 

Mr. BrermMann. It has been our feeling that the issues of principle 
involved in this matter are well known to you and, in any event, have 
been or will be covered by other witnesses. Also involved in this dis- 
pute, however, are questions of fact which are quite complex—the 
question as to how great will be the increase in the cost of power to 
Federal agencies and other preference customers if the so-called part- 
nership proposal is adopted, and the question of how the relinquish- 
ment of Federal control over Trinity power may affect future water 
development in California, which w ill require large amounts of power 
for } pumping purposes. 

The California Municipal Utilities Association has felt that we 
could most constructive in aiding in the analysis of this problem 
and support ting our recommendations by retaining an outstanding 
authority in the public utility field to analyze the problem and make 
a study of the difficult questions of fact. The man we selected is Mr. 
Samuel B. Morris, consulting engineer, who has had broad experience 
in the operation and management of public utilities. He was dean of 
engineering at Stanford University and for 11 years general manager 
and chief engineer of the Los Angeles Department of Water and 
Power and a consultant with wide experience including assignments 
by several Federal agencies. 

He was a member of the President’s Water Resources Policy Com- 
mission, a member of the Panel on Impact of the Peaceful Uses of 

\tomie Energy, and a member of the United States delegation to the 
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Congress on the Peaceful Uses of Atomic Energy at Geneva, Switzer- 
land. 

Mr. Morris is here with me and I should like 
on behalf of our association. 

Thank you. 

(Exhibit A follows an 


to have him testify 


EXHIBIT A-—CALIFORNIA MUNICIPAL UTILITIES ASSOCIATION 
RESOLUTION No. 7 
(February 22, 1957) 


Whereas it is a fundamental policy of the California Municipal Utilities 
Association to encourage sound multiple-purpose projects for the development of 
water and power resources by the State, the United States, and other public 
agencies, and to make the water and power developed thereby available to 
public agencies at the lowest possible cost ; and 

Whereas the Commissioner of the Bureau of Reclamation has determined that 
the Trinity River division of the Central Valley project is economically feasible 
and sound from an engineering standpoint as a Federal project ; and 

Whereas the proposed Trinity River division, as now authorized, provides 
for Federal construction and operation of power generation and transmission 
facilities ; and 

Whereas the Secretary of the Interior has recommended that the offer of a 
private utility to develop the power resources at the Trinity River division be 
accepted ; and 

Whereas the acceptance of said offer of the private utility would deprive 
publicly owned utilities of the right to purchase approximately 250,000 kilowatts 
of low-cost project power which vould be available to public agencies under 
Federal development ; and 

Whereas such power development by said privately owned utility is not in the 
best public interest: Now, therefore, be it 

Resolved, That the California Municipal Utilities Association does hereby urge 
the Congress of the United States 

1. To reject the proposal of the Secretary of the Interior to accept the 
offer of the privately owned utility to install and operate the facilities to 
develop the power resources of the Trinity River division of the Central 
Valley project in California ; and 

2. To appropriate sufficient funds for the construction of the powerplants 
and transmission facilities which are now authorized under reclamation law 
as part of Trinity River division of the Central Valley project. 

Be it further resolved, That copies of this resolution be sent to United States 
Senators Kuchel and Knowland, Congressman Clair Engle, and Secretary of 
the Interior, Fred A. Seaton. 

I, the undersigned, hereby certify that the foregoing resolution was duly and 
regularly introduced and unanimously adopted by the California Municipal 
Utilities Association in regular annular meeting assembled on the 22d day of 
February 1957. 

F. V. Frey, Secretary. 

Mr. BeerMann. Mr. Chairman, this is Mr. Morris. 

Mr. Asprnati. Thank you very much, Mr. Beermann. 


We shall be glad to listen to you, Mr. Morris, and you may proceed. 


STATEMENT OF SAMUEL B. MORRIS, CONSULTING ENGINEER, 
LOS ANGELES, CALIF. 


Mr. Morrts. Thank you, Mr. Chairman. I am happy to have the 
opportunity of appearing before you again as I have on several pre 
vious occasions. 

My name is Samuel B. Morris. I am a consulting engineer of Los 
Angeles, Calif. The California Municipal Utilities Association has 
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retained me to review the proposal made by the Pacific Gas & Electric 
Co. to buy the energy of “falling water” to be available from the 
Trinity unit of the Central Valley project now under construction by 
the United States Bureau of Reclamation. A proposed contract for 
the purchase would be approved by H. R. 6997. 

My examination of the P. G. & E. offer has been confined primarily 
to the question of the excess cost to Federal and preference agencies 
which would result if the Trinity power were developed by the com- 
pany and these agencies purchased the power from P. G. & E., as 
opposed to the purchase of the same quantities of power from the 
Central Valley project of the Federal Government under the presently 
authorized all-Federal development. Also, I have given consideration 
to the need to have available this large block of Federal power for 
pumping water on State and Federal water projects. 

The excess cost question is one to which the Secretary of the In- 
terior has directed much attention. It is particularly significant be- 

cause these extra costs to Federal agencies or to local public agencies 

or to both, properly must be offset against the financial advantages in 
favor of the sale of falling water c laimed by the Secretary of the In- 
teriorand P.G.& E. (See p. 3, H. Doc. 94). 

The Secretary sent his first cost studies to the Congress on F ebru- 
ary 12, 1957. These showed that over the 50- year payout period of 
the project, based on certain computations of available energy and 
assumptions as to the division of power among customer's , the excess 
cost would be $86 million. Inasmuch as the San Luis unit was then, 
and is now, under consideration as a possible addition to the CVP, the 
Secretary also computed the excess cost which would result if that 
unit were authorized. With San Luis, he found the excess cost to 
Federal and preference customers to be $118 million. 

In June 1957, the Secretary sent revised figures to the Congress 
stating that the outdated P. G. & E. rate schedules erroneously had 
been used in the February study (Committee Print 13, p. 12). His 
new calculations increased the excess cost to premeatey $115 
million without San Luis and some $150 million with San Luis. 

I have reviewed these studies with care to determine whether the 
excess cost found by the Secretary seemed a fair projection. 
Although I recognize the difficulties inherent in studies of this kind, 
it is my opinion that the Secretary has made various unsound as- 
sumptions, the cumulative effect of which is to greatly underestimate 
the probably excess cost. It is my opinion that, “without the San Luis 
unit, the excess cost will be in the neighborhood of $257 million rather 
than $115 million. 

If we should accept the Secretary’s basic study, including the San 
Luis unit, correcting it only to reflect new P. G. & E. r ates—I might 
say those are rates adopted in November and approved by the Public 
Utilities Commission—and to apply the proper rate for the Sacra- 
mento Municipal Utility District, the excess cost would be about 
$192 million rather than the Secretary’s estimate of $150 million. 

Since the San Luis unit is not currently authorized, my excess cost 
analyses have been directed primarily to the condition which assumes 
only the Trinity added to the CVP. I call to your attention, however, 
that the Secretary found the added cost to preference customers, 
especially the United States, to be much greater with San Luis added. 
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I should like now to give the committee a statement of the series 
defects which I believe to exist in the Secret ary’s studies of Trinity 
without San Luis. 

1. The Secretary assumed that only 250,000 kilowatts of firm power 
developed from the Trinity plants. This amount represents the differ- 
ence between the total of 650,000 kilowatts he finds salable to these cus- 
tomers from the entire CVP with Trinity as an all-Federal develop- 
ment, and 400,000 kilowatts he determines could be sold under the 
CVP as now constructed, or under a ey arrangement with 
Trinity falling water going to the P. & E. The basis for the 
650,000-kilowatt limit is not further reve ealed. 

In an explanatory note accompanying the Secretary’s study, page 8, 
Committee Print 13, and in exhibit 7-4, page 45, Committee Print 13, 
he shows a total of 730,000 kilowatts of CVP power to be firm under 
the existing P. G. & E—USBR firming agreement. However, 80,000 
kilowatts of firm capacity is reserved for the exclusive use of P. G. 
& E. rather than made available to preference customers. So it is 
evident, again from the Secretary’s own figures, that there is 730,000 
kilowatts of CVP power for preference customers, or 330,000 kilo- 
watts from Trinity in excess of present CVP capacity. 

Now let us look at the amount of energy available. In the first 
place, the Secretary uses only 935 million kilowatt-hours (see en- 
closure A, p. 15, Committee Print 13) when his own 1957 report, 
entitled “Trinity River Division, Central Valley Project, A Report 
on the Plan of Development,” shows 1,061 million kilowatt-hours 
available : annually. 

In the second place, he draws very sparingly from the reserve or 
bank account of energy available from P. G. & E., and previously 
delivered from the Central Valley project. The table marked “Eix- 
hibit 7-5,” appearing on page 44 of Committee Print 13, shows the 
accumulation to be 8.677 million kilowatt-hours in 1958 and in the 
year 2013 it is estimated 8,037 million kilowatt-hours. In effect the 
accumulation was left intact. 

On the contrary, when the Secretary computed the sales which 
could be made under a partnership agreement, the accumulation of 
reserve energy in the bank account was reduced from 8,677 million in 
1958 to 4,289 million in 2013—a reduction of more than 50 percent. 
This is equivalent to 78 million kilowatt-hours annual draft on the 
energy bank account. Consequently, using the Secretary’s own state- 
ments with respect to energy, it seems certain that availability of 
energy would not place a limit on the sale of power of 650,000 kilo- 
watt 

I —_ gone into the available energy quite thoroughly and find 
it is ample to support the sale to Federal and preference agencies 
of the entire 330,000 kilowatts from Trinity. This is the difference 
between the 730,000 kilowatts the Secretary finds to be firm and the 
400,000-kilowatt maximum which the Secretary says could be mar- 
keted from existing CVP facilities under a partnership arrangement. 
3ased on my examination of the operation studies of the Bureau of 
Reclamation and P. G. & E. which were submitted to this committee, 
I believe that considerably more energy will be available from the 
Trinity project than the Secretary has used in his estimates. 

Our estimate of available energy of 1,350 million kilowatt-hours is 
based upon the P. G. & E. study T-3 as reported on page 9 of Com- 
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mittee Print No. 13 of December 1957. The 1,248 million kilowatt- 
hour weighted average I have adjusted, to allow for the greater 50- 
year long-time average runoff as ¢ mg ired to the dryer 20-year period 
1921-22 to 1940-41 used in the P. G. & E. study, thus adding 104 
million killowatt-hours. 

May I say that the long-time record showed almost 24 percent 
greater runoff than during this 20-year period of study which has 
been used, and I used only about 35 percent of that as being available 
for additional kilowatt-hours, which is the occasion for this addition 
of 104 million kilowatt-hours. 

To this I have added 60 million kilowatt-hours for Keswick 
generation—which is not included in the P. G. & E. partnership 
development but which is retained by the United States—making a 
total generation including Keswick of 1,412 million kilowatt- hours 
per year. Adding 92 million kilowatt-hours support purch: ase plus 
75 million kilowatt-hours drawn from the “bank account” (see 
exhibit 7-3, p. 44, Committee Print No. 13. and p. 71 of the 1957 
Trinity Bureau of Reclamation report) brings the total to 1,579 
million kilowatt-hours. 

I have made these following deductions: 

Liberal allowance of 153 million kilowatt-hours for transmission 
losses, wheeling losses, and 76 million kilowatt-hours of power 
reserved for the Trinity project operations were deducted leaving 
a net of 1,350 million kilowatt-hours for supporting load. As here- 
inafter stated this is more than adequate to support the firm capacity 
of 830,000 kilowatts. Actually our study of 340,000-kilowatt pref- 
erence load (330,000 kilowatts coincidental) found only 1,329 million 
kilowatt-hours required, leaving 21 million still available, unassigned. 

In summary then, my first and major criticism of the Secretary's 
studies is his failure to assume the sale to Federal and preference 
customers - the full amount of power which could a ‘marketed. 
He assumed the sale to preference customers, including the United 
States of only 250,000 ‘bhewatie and 935 million Lélewntt hours. J 
believe there is sufficient capacity and energy to support 330,000 
kilowatts and 1,350 million kilowatt-hours. The present result of 
this understatement is to greatly reduce the excess costs in his 
estimates. 

The Secretary has assumed the 140,000 kilowatts of power which 
he allocated to the Sacramento Municipal Utility District would 
be provided under the company’s R rate schedule less 9 percent. 
From all the information available, this appears to be in error. The 
president of the California Public Utilities Commission advised 
this committee that this schedule is not available to SMUD (p. 77, 
Committee Print 13). Further, I have been informed by the Sacra- 
mento Municipal Utility District that it signed a contract with the 
company in 1955 which contract, carrying an entirely different rate, 
continues in effect to 1971. _ contract covers any power the dis- 
trict would purchase from P. G. & E. This rate is entirely different 
from the R rate schedule aa cont ains, among other things, a fuel 
escalation clause. Moreover, the R rate, by its very terms, applies 
only to customers taking ‘their entire power supply from the 
company. I quote the following provision from the R rate schedule: 

This schedule is applicable to electric energy supplied at standard voltages 
of 2,200 volts or over to other electric utilities and to municipalities for dis- 
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tribution and resale to the general public where such utilities or municipalities 
take their entire electric energy supply from the company. 

For these reasons any excess cost study should, I believe, apply the 
rates found in the existing P. G. & E-—SMUD contract. With fuel 
oil currently selling at $2.75 per barrel, power under this contract 
is roughly 1.5 mills higher than power which might be sold under 
the R rate - 9 percent, based upon 1956 rates as assumed by the 
Secretary. ‘This correction would raise the Secretary’s excess cost 
figure by about $58 million. This estimate includes additional 
demand and energy characteristics determined as follows: 

The Secretary’s calculations relating to excess cost to SMUD are 
based on allocation of 140,000 kilowatts. In calculations an average 
monthly peak load of 105,000 kilowatts was used. Information pro- 
vided me by the utility district shows this to be low. I am informed 
the average monthly SMUD peak load in 1956 equ: aled 86 percent of 
the annual peak. The Secretary’s average monthly peak load of 105,- 
000 kilowatts is only 75 percent of the 140,000 kilowatt annual peak 
assumed. The correct average monthly peak load should be about 
120,400 kilowatts and the associated energy should be 54,493,000 kilo- 
watt-hours, instead of the 49,680,000 assumed by the Secretary. Use 
of these corrected figures is included in the addition increase of $58 
million to the cost estimate of the Secretary. 

The Secretary did not use the new and increased P. G. & E. rates. 
Although P. G. & E. had applied for an approximate 6-percent in- 
crease in early February 1957, no mention of this was made in the 
Department’s initial study or in its revised study submitted in June 
1957. Excluding the SMUD load the Secretar y's estimated cost would 
be increased 5.3 percent pursuant to the C alifornia Public Utility 
Commission order entered in November 1957. Application of this 
increase alone to the excess cost studies would increase the estimated 
cost by $8 million. 

4. The Secretary assumed that 50,000 kilowatts of Trinity power 
would be sold to the Ames Laboratory. This is Federal research agency 
operating south of San Francisco at Moffett Field by the NACA. 
Its principal job is to test new models or component parts of aircraft 
at high velocity and in huge wind tunnels. It is an unusual type of 
load since large amounts of power are needed only intermittently for 
periods from one-half to 2 or 3 hours for test purposes. Consequently, 
the load is at a very low load factor, i. e., small amounts of energy are 
used in relation to capacity. The CVP power rate with its large 
demand charge is not favorable to this type of load. The differential 
between this rate and the special P. G. & E. contract rate is relatively 
small. Accordingly, I would question the reasonableness of assum- 
ing the sale of this much power to Ames. It would be more reason- 
able to assume the Secretary of Interior, representing one Federal 
agency, would allocate this power to other Federal agencies having 
more normal load factors so as to maximize the savings to the Gov- 
ernment. If this were done, the excess costs would be measurably 
increased. 

Another evident error in the Secretary’s studies is his failure to 
apply the billing ratchet which is included in the company’s A-13 and 
R schedules. The A-13 schedule is the one under which power is sold 
to Federal agencies. The R schedule applies to resale agencies. The 
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overall effect of this failure, while not of major monetary significance, 
again is to reduce the excess cost estimate. In our study the ratchet 
effect adds $9 million to the excess costs. For the Secretary’s study 
with less kilowatt-hours the comparable ratchet addition would be $6 
million. 

The accumul: ited effect of these corrections to the Secretary’s esti- 
mates for 250,000 kilowatts and 935 million kilowatt-hours is to add 
$72 million to his $115 million making $187 million excess cost to 
preference agencies including the U nited St: utes, over the 50-year con- 
tract period. 

These are the principal shortcomings which I believe exist in the 
Secretary’s excess-cost studies, without San Luis. The overall result 
of using the various assumptions and calculations which seem to me 
to be in error is to indicate an excess-cost figure much smaller than ap- 
pears proper. 

The Secretary, in his February 12, 1957, letter to the Congress 
(p. 3, H. Doe. 94), states that, in evaluating the Trinity proposal, the 
excess-cost figure, which he then estimated at $86 million (later $115 
million), needed to be offset against the — of increased project 
surplus stated to be $165 million for the P. G. & E.-USBR proposal. 
Although I question these figures, I agree that thie kind of comparison 
is highly significant. 

For this reason there has been prepared under by supervision an 
excess-cost study which corrects the major defects in those of the 
Secretary. My study estimates the excess cost to Federal and pref- 
erence agencies, as heretofore mentioned, over the 50-year repayment 
period to amount to $257 million with oil at $2.75 per barrel or more 
than double the $115 million estimate of the Secretary made in June. 
The ratchet differential of $9 million is included in the figures I have 
submitted. 

My study utilizes the customer load characteristics assumed by the 
Secretary, except for SMUD. Here specific and accurate information 
was available. The average monthly kilowatts were corrected to 
120,400 and the load factor to 62 percent, 

Although I question the allocation to Ames Laboratory, because this 
is a matter under the full control of the Department of the Interior, 
no change was made. The major correction was in the marketing 
of 330,000 kilowatts of power from Trinity rather than 250,000 kilo- 
watts. My studies show ample energy for this purpose, The addi- 
tional 80,000 kilowatts of firm power available from Trinty has been 
allocated to one new Federal agency and one new public resale agency 
in the same proportion as the Secretary made his allocation to Fed- 
eral and preference customers. The existing contract rate for power 
sold to SMUD was used rather than the R rate less 9 percent, used 
by the Secretary, for reasons I have discussed earlier. 

I find that the 330.000 kilowatts of firm e apacity which the Secre- 
tary said could be produced from the Trinity plans could be supported 
with adequate energy for sale to preference agencies. This required 
only 1,329 million kilowatt-hours of energy annually. Even this is ap- 
preciably less than the 1,350 million kilowatt-hours we believe would 
be available to support these sales. 

On these bases, the excess cost over 50 years would amount to $257 
million, ine luding the ratchet cost of $9 ‘million. These excess costs 
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are based on current rate schedules. No one can say for certain what 
the rate differentials will be in the future. Any projection 50 years 
into the future is uncertain. Neither the Secretary nor I have taken 
into account the probable rise in power rates, Parenthetically, of 
course, the same kind of uncertainty is inherent in the Secretary’s 
estimate that the CVP surplus would increase $165 million under a 
partnership arrangement. However, I believe my estimate of excess 
cost of $257 million to be fair and reasonable and more accurate than 
the $115 million of the Secretary. 

The other facet of the Trinity partnership proposal on which I 
should like to comment is its effect on the CVP in the event the San 
Luis unit is aaa The Secretary states in his February letter to the 
Congress (p. 3, H. Doc, 94), only sufficient power would remain to 
serve SMUD the 290,000 kilowatts called for in its long-term contract 
with the Government. Other existing Federal and preference loads 
would have to be dropped. 

Just as significant is the Secretary’s estimate that the excess cost 
would jump from $115 million to $150 million (p. 12, Committee Print 
13). Taking into account P. G. &. E.’s recent rate increase and cor- 
recting the SMUD rate, the $150 million would increase to about $192 
million. 

Thus, accepting the Secretary’s own study with these corrections 
this item alone would exceed the claimed increase of project surplus 
of $124 million by $68 million (p. 3, H. Doc. 94), which he says 
would result from the Trinity partner ship, and the construction of 
San Luis. 

And, as the Secretary points out, the $124 million project surplus 
figure does not take into account the very sizable but underestimated 
reduction in surplus which would result from purchase price and sever- 
ance damages to P. G. & E. should the Government buy the Trinity 
power facilities at the end of the 50-year partnership contract. With 
an all-Federal Trinity project the United States would be at no added 
expense at the end of 50 years as title would already rest in the 
Government. 

With further reference to this same general point, I suggest the 
committee will want to consider carefully the fact that H. R. 6997 
would disassociate Trinity power from the remainder of the CVP. 
The future of California depends in great measure on the further 
development of its water resources. Additional water and power for 
pumping are needed quickly in the north and south San Francisco Bay 
areas, in the San Joaquin Valley and for the area south of the Teha- 
chapi Mountains in southern California. Whether the San Luis unit 
should be added to the CVP, either as an all-Federal, joint Federal- 
State, or all-State project, is now being considered by your committee. 
All agree the project must be built; it is only a question as to which 
agency is to build tt. 

The Feather River project now underway as a State dev elopment 
contemplates the movement of water from north to south on essentially 
the same route as would be used by the San Luis canal. Regardless of 
what agency builds these facilities, great quantities of power are needed 
to move water to areas of pressing need. The use of power developed 
on Bureau of Reclamation multipurpose projects has always been given 
first priority for irrigation pumping. 
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I pose the question whether it is wise for the Government to assign 
this valuable Trinity power to a utility company rather than to reserve 
it for future pumping on either a State or Feder al project. It is one 
thing to have this large block of power “on ice,” as it were, for pumping 
purposes and in the “hands of the Government. It is quite another 
matter for the State or Federal Government to have to sell this power 
and purchase it back for its own use for pumping. 

Since preparation of that statement, I have added one supplement 
to it which I should like to read. 

A further study has been made to estimate the excess costs to the 
Federal Government which would result if all of the Trinity power 
should be sold to Federal agencies. Using the Secretary’s June 1957 
study and correcting it only to reflect the P. G. & E. rate increases 
made effective in November 1957, the excess cost over 50 years would 
be $189 million. This assumes the marketing of 250,000 kilowatts and 
935 million kilowatt-hours. However, using my study I prepared for 


the California Municipal Utilities Association, which assumes the sale 
of 330,000 kilowatts and 1,329 million kilowatt-hours, the excess cost 
to Federal agencies a eai be $275 million in the 50-year-contract 


ye TIO, 

Thank you, Mr. Chairman and members of the committee, for this 
opportunity to present this statement. 

Mr. Asprnatu. Thank you, Mr. Morris. 

Dr. Mitter. Mr. Chairman, I have a parliamentary inquiry. 

Mr. Asprnatu. The gentleman will state it. 

Dr. Mitirr. When we started the meeting we had only three of us 
here and we agreed at 10:30 we would stop the questioning to hear 
others who are here from California. 

Mr. Asprnatu. That is correct. 

Dr. Mitter. Would that mean there will be an opportunity later 
to further question the witness and will the time be divided equally ? 

Mr. Asprnatu. Mr. Morris will be before the committee in the morn- 
ing, and the committee will proceed as it has before in this particular 
hearing back and forth. 

Dr. Mirier. Will the time be divided equally ? 

Mr. Enete. Mr. Chairman? 

Mr. Asprnatu. Mr. Engle. 

Mr. Eneir. We have not divided the time equally. Everybody 
has asked the questions they wanted to ask. I am assuming it will 
go on the same way. I have no objection to anybody questioning as 
long as they want, but up to the present there has not been any limi- 
tation on the questioning. 

Mr. Asprnauu. There will not be any limitation on the questioning. 
That is not what the gentleman had in mind, as I understand; he 
just wanted to know if the members on the right would have their 
equal opportunity in time as the members on the left. Heretofore my 
colleagues on my left have used twice as much time as my colleagues 
on the right. I suppose, since this is an opposition witness, more 
than likely my colleagues on the right will use more time because 
they will be questioning this witness from their viewpoint as pro- 
ponents of the bill. I suppose that will be taken care of. 

The gentleman on my left will be recognized to use all the time he 
wants, and then the gentleman on my right will be recognized to use 
as much time as he desires. 
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Mr. Morris. Mr. Chairman, may I state that I have accompanied 
this report with a table, which I would not read but put in the record, 
showing these comparative estimates, which makes it easier to refer to, 

Mr. Asprnauu. Unless there is an objection, the table will be ac- 
cepted as part of the record. 

Hearing no objection, it is so ordered. 

(The table follows :) 


Trinity project—Comparative estimates of excess costs to preference customers, 


including United States, for 50 years, from California Municipal Utilities 
Association studies 











Without With 
San Luis San Luis 

Secretary of Interior, Feb. 12, 1957......................_...- ulediiniael 1 $86, 000, 000 $118, 000, 000 
Secretary of Interior, June 1957 1 115, 000, 000 | 150, 000, 000 
Secretary of Interior, January 1958 (not available Jan. 22, 1958) ss (4) seeleiaie : 
Secretary of Interior, revised for California Municipal Utilities Asso- 

ciation | 2 8 187, 000, 000 192, 000, 000 
Secretary of Interior, all Federal use for California Municipal Utilities 


Association __ 
California Municipal Utilities Association study 4 § 257, 000, 000 
California Municipa) Utilities Association, all Federal use # 275, 000, 000 


| 


2 189, 000, 000 





1 Capacity, 250,000 kilowatts; 1,061 million kilowatt-hours per year available; 935 million kilowatt-hours 
per year used. 


2 Capacity, 250,000 kilowatts; 1,061 million kilowatt-hours per year available; 941 million kilowatt-hours 
per year used. 
8 Includes ratchet charges estimated at $6,000,000. 


* Capacity, 330,000 kilowatts; 1,350 million kilowatt-hours per year available; 1,329 million kilowatt-hours 
per year used. 
5 Includes ratchet charges estimated at $9,000,000. 


Ratchet charges should be added to all other excess costs. 


Mr. Morris. Mr. Chairman, as I am consultant to the Los Angeles 
Department of Water and Power, I was asked by the department to 
place in the record their Resolution No. 926 adopted May 7, 1957, of 
which I have certified copies which I would like to leave with you 
for the record. 

Mr, Asprnati. Without objection, the resolution will be made a 
part of the record at this point in the hearing. 

Is there objection ? 

Hearing no objection, it is so ordered. 

(The resolution follows :) 


RESOLUTION No. 926 
(May 7, 1957) 


“Whereas the Secretary of the Interior has recommended the development of 
the power resources of the proposed Trinity River division by a private utility, 
which action is contrary to the long-established public preference provisions of 
Federal reclamation laws; and 

“Whereas the State of California, through its department of water resources, 
as a preference customer would have need for large quantities of low cost hydro- 
electric power for pumping requirements of the Feather River project that 
already has been authorized by the California Legislature; and y 

“Whereas other public agencies are by tradition and existing law also entitled 
to share on a priority basis in the power that would be available under Federal 
development: Now, therefore, be it ' 

“Resolved, That the Congress of the United States is hereby urged to reject 
the plan of the Secretary of the Interior for private development of the power 
resources of the Trinity division and that the construction and operation of 
that project be undertaken by the Federal Government under reclamation law 
with fair and proper provisions for serving preference customers, including the 
State of California, and that the State be granted the same terms and conditions 
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for purchase of power for pumping water to serve the State’s Feather River 
project as would be given a Federal project: Be it further 

‘Resolved, That copies of this resolution be sent to United States Senators 
Kuchel and Knowland, Congressman Clair Engle and other members of the 
California congressional delegation, Secretary of the Interior Fred A. Seaton, 
and Gov. Goodwin J. Knight.” 

I hereby certify that the foregoing is a full, true, and correct copy of a reso- 
lution adopted by the Board of W'ater and Power Commissioners of the City of 
Los Angeles at its meeting held May 7, 1957. 


Josep L. WILLIAMS, 
Secretary. 

Mr. Asrinatu. The gentleman from California is recognized. 

Mr. Enete. I just havea couple of questions, Mr. Chairman. 

One of the major points in your statement, Mr. Morris, as I read it, 
isthe matter of dependable capacity. Isthat right ? 

Mr. Morris. That is correct. 

Mr. Enote. And the reason that is important is because the amount 
of power to be sold or available to be sold bears on the possible rev- 
enues from the property; is that right ? 

Mr. Morris. That is correct. 

Mr. Ener. You have said that the dependable power is 330,000 
kilowatts rather than 250,000 kilowatts. Is not that one of the points 

raised in the Comptroller General’s report in 1957 ¢ 

Mr. Morris. It 1s, yes. 

Mr. Enere. You are familiar with that report; are you? 

Mr. Morris. Ina general way. I read it over once. 

Mr. Ener. Do you recall whether or not he estimated the de- 
pendable power on the Trinity at 330,000? 

Mr. Morris. I do not recall that he stated the amount. He called 
attention to the fact that the company had reported a larger amount 
to the Federal Power Commission than stated in their contract with 
the Government. 

Mr. Ruopes. Will the gentleman yield for a clarification ? 

Mr. Enete. Yes. 

Mr. Ruopes. When you speak of dependable power, do you mean 
firm power! Do you use those terms interchangeably ? 

Mr. Enatr. I will leave that to Mr. Morris. Is dependable power 
and firm power the same thing? 

Mr. Morris. In the Secretary’s report he said he disposed of 
250,000 kilowatts of dependable power to the preference agencies and 
80,000 to the Pacific Gas & Electric Co., which added together is 
330,000 kilowatts of dependable power. 

Mr. Ruopes. Does dependable power mean firm power ? 

Mr. Morris. Not exactly, no. The firm power was based upon the 
critical dry period of about 3 years in the late thirties. 

Mr. Ener. Page 266 of the record yesterday, in answer to a ques- 
tion of Mr. Thomson of Wyoming, Mr. Gerdes said: “Mr. Bonner 
advises me it adds about 320,000 kilowatts of dependable power to the 
P.G. & E. system on the average.’ 

Mr. Morris. Yes 

Mr. ENGLe. So apparently your estimate is—— 

Mr. Morris. Very close to that. 

Mr. Enetx. Very close to what the P. G. & E. admits to be the fact. 

Now, your statement also deals with the matter of excess costs. 
I want to get back to that farmer and his corn, selling his corn and 
then buying it back at twice the price to feed his own hogs. 
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What you are saying in your statement, Mr. Morris, is that when 


the Federal Governmnt goes into this program, in effect, of selling 


falling water, actually the Federal Government and other pref- 
erence customers are going to have to pay additional sums of money 
to purchase power that would not then be available to them. You 
have estimated what those additional sums are in your statement / 

Mr. Morris. That is correct. 

_ Mr. Enexx. Those have to be offset, and were calculated and offset 
in the Secretary’s own report on this, but he has a less figure than you 
have? 

Mr. Morris. That is correct. 

Mr. Enexe. Your figure adds up to what? 

Mr. Morris. I have $257 million when part of the power is used 
for Federal purposes and part for preference uses. If it is all re- 
tained for the Federal Government for use exclusively on Federal 
projects for which there is sufficient demand to use the power, the 
estimate is $275 million difference in the 50-year period. 

Mr. Encie. Now I am going to yield to my colleague, Mr. Saylor, 

Mr. Sartor. I appreciate that, Mr. Chairman. 

First, I would like to get a few matters in the record here. 

Mr. Morris, are you the Samuel B. Morris, who is a member of 
the President’s Water Resources Policy Commission that filed its 
report with the President on the 11th day of December 19507 

Mr. Morris. I was on that Commission. It is my recollection that 
we filed the report in December. We filed recommended legislation in 
early February 1951, as I recall it. 

Mr. Sayvor. That is the report contained in the volume I show 
you [indicating | ? 

Mr. Morris That is one of the three volumes. 

Mr. Sayvor. That is one of the three volumes, yes. 

Mr. Enerr. Will the gentleman yield for a moment ? 

Mr. Saytor. Yes. 

Mr. Eneix. You were also a member of the Panel on Impact of 
the Peaceful Uses of Atomic Energy in 1955-56, appointed by the 
Joint Committee on Atomic Energy of the Congress, and a member 
of the United States delegation to the Congress on the Peaceful Uses of 
Atomic Energy at Geneva in 1955 ! 

Mr. Morris. That is correct. 

Mr. Saytor. Mr. Morris, I take it that the philosophy of your 
statement is contained on page 11, which states in the last sentence of 
the next to the last paragraph: 

The use of power developed on Bureau of Reclamation multipurpose projects 
has always been given first priority for irrigation pumping. 

Is that correct ? 

Mr. Morris. I believe that to be correct, yes, sir. 

Mr. Sayior. Then you were in the room yesterday afternoon and 
heard Mr. Engle ask a number of questions of people with regard 
to the contracts which have been entered into with preference cus- 
tomers. It is your understanding of the law that the first call for 
power in a reclamation project is for project pumping? 

Mr. Morris. I would like to say “yes,” but I would like to make one 
correction in your preamble to the question, and that is I was not 
present at the meeting yesterday afternoon. I was here in the morning. 


NR AEN AT 


eer 


ewer 


= 


a 





M 
ente 
mus 
first 

un 
: MN 
a la 
tere 
age’ 
wol 
late 

h 
t101 
for 
con 
Sta 

I 

ing 
for 
bac 


po: 
bec 
by 

the 
th: 
att 
tin 


ter 
me 
Wl 
th 
in 


m 


in 
it 
m 
nm 


0 





7 


t 
‘ 
; 
' 
i 


SERS RSaRET EERE 


TRINITY POWER FACILITIES 153 


Mr. Saytor. Is it your understanding of the law that any contracts 
entered into by the Secretary with preference customers for power 
must take their position subsequent or subject to the priority that the 
first call for power from a reclamation project goes to project 
pumping ¢ 

Mr. Morris. I might say, Mr. Saylor, that I am an engineer and not 
a lawyer, and I would not be able to interpret whether a contract en- 
tered into by the United States for disposal of power to a preference 
agency prior to the time of a later authorization of a project which 
would use irrigation wonantner t should not remain firm in spite of any 
later irrigation addition. 

Mr. Sayuor. Your last paragraph of your statement poses a ques- 
tion to this committee as to whether or not we feel it would be wise 
for the Government to assign the valuable Trinity power to a utility 
company rather than to reserve it for future pumping on either a 
State or Federal project. 

It is one thing to have this large block of power “on ice,” as it were, for pump- 
ing purposes and in the hands of the Government. It is quite another matter 
for the State or Federal Government to have to sell this power and purchase it 
back for its own use for pumping. 

Mr. Morris, from time to time the various men who have occupied 
positions in the Interior Department have found themselves criticized 
see they tried to reserve power for future needs. They were told 
by the Appropriations Committee that it was absolutely necessary 
they immediately get rid of and sign a contract for all of the power 
that was available. Now what would be your view, if that was the 
attitude that Congress has taken and the orders the y have given from 
time to time / 

Mr. Morris. I think, Mr. Saylor, at the present time your commit- 
tee has before it this bill for authorization of the San Luis project. 
So it is just as immediate before you as is this problem of a contract 
with P. G. & E. at Trinity. With that situation, I could not consider 
that this use of power for San Luis is so far away as to justify entering 
into a contract ignoring a matter which is already before your com- 
mittee. 

Mr. Saytor. Mr. Morris, there have been a lot of bills introduced 
in Congress that never get passed. So if this Trinity bill were passed, 
it does not follow that the San Luis project is going to be passed, or 
maybe the San Luis project will be passed and this. Trinity bill will 
not be. 

Mr. Morris. That may be the case, but it seems to me the pressing 
need for water in the west side of the San Joaquin Valley in the 
region of Los Banos, where pumping heads are 300 to 500 feet, is such 
that this committee cannot remain long inactive on the bill to authorize 
the San Luis project. 

Mr. Sartor. Let me ask you another question. On page 7, item 4, 
of your statement, you state that the Secretary assumed that 50,000 
kilowatts of Trinity power would be sold to the Ames Laboratory. 
Part way down in that item 4 you have this sentence: 

Accordingly, I would question the reasonableness of assuming the sale of this 
much power to Ames, 

Do you mean to tell us that you are coming up here and saying that 
the Secretary would not be justified in giving to a preference cus- 
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tomer, regardless of the type of power it uses, the right to buy this 
power from the Federal Government ? 

Mr. Morris. I should say, if the quantity of power that the Secre- 
tary had available was unlimited, that would be true. But as the quan- 
tity of power is limited, and he has the opportunity to sell it to other 
agencies of the United States, which would involve a much greater 
saving to the Federal Government, I should say his duty is to do that 
to maximize the amount of savings he can make by contracts entered 
into with Federal agencies. 

Mr. Sartor. In other words, would you go so far as to say, as was 
suggested by somebody yesterday, that rather than pour 50,000 kilo- 
watts of power down a rathole to a preference customer, they be told 
to go out and get it from a public utility ? 

Mr. Morris. The provision for preference customers is as old as 
my adult life. It was begun early, in 1906, I think, and adopted by 
various Congresses in the period since that time. Ifthe power is avail- 
able, I think they should authorize allocations to public agencies. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Enete. I have yielded to the gentleman from Pennsylvania. 

Mr. Ruopes. I only have one question. It looks to me like this par- 
agraph here means that the Ames Laboratory business is not very 
good business, so the Government will give it to P. G. & E. 

Mr. Morris. That is—— 

Mr. Asprnatu. May the Chair suggest the gentleman has not been 
yielded to. The gentleman from California has yielded to the gentle- 
man from Pennsylvania for a special purpose. We are going to stay 
with that ruling this morning. 

Mr. Ruopes. A parliamentary inquiry, Mr. Chairman. 

Do I understand the Chair is not going to let the witness answer my 
question ? , 
Mr. Asprnatu. No; the gentleman is going to be here tomorrow. 
Mr. Enere. We are going to come back to that and I will yield. 

Mr. Saytor. Let me ask you this, Mr. Morris: In the recommenda- 
tions on water policy, to which your signature is attached, appears 
this recommendation, and I would like to have you comment on 
whether or not you believe that that same recommendation should be 
applied to the Central Valley and to the people who will get it: 

The Commission has attempted to work out a procedure which will meet the 
requirements of its recommendation No. 2. Electrical energy and water supplies 
should be sold to public cooperatives and private distributing agencies, and in 
special instances to industrial plants, at not less than full cost, including amor- 
tization of an allocated portion of the total investment with interest, and pay- 
ments in lieu of taxes to States and local governments. 

Do you believe that that same philosophy which you recommended 
in 1950 should be applied to this project ? 

Mr. Morris. I believe, Mr. Saylor, that the statement is, in part, 
out of context, in that our recommendations were that property there- 
tofore taxable, that is, property acquired in a reservoir site, and where 
taxes were being paid on such lands—that taxes on such lands would 
be continued to county or other local agencies, where such existed. 
It was not a proposal that all works of the Federal Government be 
taxed. 

Mr. Saytor. No; I do not think that is the intention of the state- 
ment at all. But the statement states that it should be sold at not 
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Jess than full cost, including amortization of the allocated portion 
of the total investment with interest and payments in lieu of taxes 
to State and local governments. 

I asked that because everybody has agreed that the cost of this 
power is in excess of 7 mills at Trinity, and we are going to have a 
number of people in beets representing various agencies of California 
that are going to ask to have this power at 4 mills. Since you are an 
expert, I would like to have your comment on whether or not you 
would like to have that philosophy which you set forth in 1950 applied 
to this project; or do you think this project should be different ? 

Mr. Morris. There are two things about this: I believe the state- 
ment you have read is in some way out of context as I said. What we 
agreed on the Commission—and I might say that the final agreement 
of members of the Commission are more accurately embodied in a 
bill which was drafted for recommendation and submitted in Feb- 
ruary of 1951 then they are in the large amount of material which 
was drafted in their three-volume report. 

On the specific point of proper charges by the Federal Govern- 
ment, they are not involved in a single portion of the Central Valley 
power project. It is the pooled energy of all of the units of the 
project, and im the studies show there is ample surplus and will be 
ample surplus at the end of the 50-year period to justify the existing 
charges by CVP for power. 

Mr. Sayxor. That, of course, is subject to dispute. 

Mr. Morris. Mr. Chairman, I would like to have permission to 
insert in the record excerpts from the President’s Water Resources 
Policy Commission report which Mr. Saylor has referred to. 

Mr. AsprNaui. Unless there is objection, it is so ordered. 


PRESIDENT’S WATER RESOURCES PoLICy COMMISSION REPORT, 1950—VoLuME I: 
GENERAL REPORT—PAGES 85-86 


(1) Multipurpose program accounts would be set up for each river basin or 
regional program through which all costs and receipts would be cleared. This 
would include a detailed investment balance sheet, and an annual income and 
expense statement. These accounts would also be classified according to project 
and functions. Annual costs would include operation and maintenance, re- 
imbursement to local and State governments for any tax losses resulting from 
the development, and, also, amortization of the reimbursable investment over a 
period ordinarily not to exceed 50 years, with or without interest, as provided 
in the reimbursement principles set forth above at the Federal long-term bor- 
rowing rate. 

(2) Electric energy and water supply would be sold to public, cooperative, and 
private distribution agencies and, in special instances, to industrial plants, at 
not less than full cost, including amortization of an allocated portion of the 
total investment with interest, and payments in lieu of taxes to State and local 
governments, as more fully explained earlier in this chapter. 


Mr. Asprnauu. The hour of 10:30 has arrived. Off the record. 

-", ‘ussion off the record.) 

Mr. Asprnatu. Under our unanimous-consent request, we will excuse 
the present witnesses at the witness table and they will be here in the 
morning meeting of tomorrow’s session. 

At this time, under the consent granted by the committee, we shall 
listen to Mr. George C. Fleharty, mayor of Redding; Mr. W. J. 
Nicholson, mayor of Santa Clara; and Mr. George A. Campbell, mayor 
of Roseville. 

As I understand it, Mr. Fleharty will speak first. 


20717—58 11 
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Mr. Enetz. Mr. Chairman, may I welcome these mayors, and par- 
ticularly my friend, George Fleharty, who is mayor of the city of 
Redding, one of the queen cities of northern California. 

Mr. Dawson. Inasmuch as the mayors are being introduced, Mr, 
Chairman, I would like to introduce the mayor of Salt Lake City, 
Mr. Stewart and Commissioner Burbidge, of Salt Lake City. 

Mr. Asprnati. Thank you very much. It is nice to have you gentle- 
men here this morning. 

You may proceed, Mr. Fleharty. 


STATEMENT OF GEORGE C. FLEHARTY, MAYOR, CITY OF REDDING, 
CALIF., REPRESENTING THE NORTHERN CALIFORNIA MUNICI- 
PAL ELECTRIC ASSOCIATION 


Mr. Fienarry. Mr. Chairman, my name is George C. Fleharty, 
mayor of the city of Redding, representing officially today the North- 
ern California Municipal Electric Association. This is an association 
comprised of the following cities of California: Lodi, Santa Clara, 
Healdsburg, Palo Alto, Redding, Roseville, Ukiah, Alameda, Biggs, 
Gridley, and Lompoc. 

Prior to presenting our short, brief statement—— 

Mr. Asprnatu. Before we go further, is it your intention to read 
all of your statement and the other mayors to read their statements! 

Mr. Fienarty. Our three statements will comprise, I trust, about 
24 minutes. 

Mr. Asprnauti. That will leave no time at all for questioning. 

Mr. Fienarty. We will try to get through them within 10 minutes 
before the hour. 

Mr. Eneue. May I suggest this, Mr. Fleharty: You can be here 
tomorrow ; can you not? 

Mr. Fienarty. Yes. 

Mr. Eneix. May I suggest that you introduce the other gentlemen 
and let them make their statements and reserve yours. 

Will that be all right, Mr. Chairman ? 

Mr. AsprinALu. Unless there is an objection, that will be agreeable. 

Hearing none, it is so ordered. 

Mr. Fienarry. Prior to this, I would like to introduce to the com- 
mittee a resolution adopted by the Northern California Municipal 
Electric Association, copies of which have been presented, and the 
individual resolutions of the communities, which I will hand to the 
clerk. 

Mr. Asprnaui. Unless there is an objection, these resolutions will 
be accepted and made a part of the record immediately following 
the testimony of the mayors. 

Hearing no objection, it is so ordered. 

Mr, Fienarry. I also have a single statement from the city of 
Xedding which will merely be presented for the record. 

Mr. Asprnatu. Unless there is objection, that statement will be 
accepted and made a part of the record following the resolutions. 

Hearing no objection, it is so ordered. 

Mr. Fienarry. Our first statement this morning will be presented 
by Mayor William Nicholson, of Santa Clara. 


; 
; 
; 
i 
t 


nee ee 


oe Aa RE 


Mr. 
my né 
Calif. 
Muni 
you ti 
zatiol 

Th 
the ¢ 
Palo 
these 
elect 
syste! 
sing] 
purel 
pany 
condi 

Th 
form 
powe 
authe 
forni 
atten 
we al 
was 
State 

He 
WAS | 
into 
rates 
perce 
fusec 
ing 1 
tract 
ber « 
Vall 
this 

St 
tion 
the | 

now 
avai 
Tl 
bene 
ma 
“par 
that 
only 
but 
sing 


l~ 


of 


h 


i 


RE EUR IRERION I en 


TRINITY POWER FACILITIES 157 


STATEMENT OF W. J. NICHOLSON, MAYOR, CITY OF 
SANTA CLARA, CALIF. 


Mr. Nicnotson. Mr. Chairman and gentlemen of the committee, 

my name is W. J. Nicholson. I am mayor of the city of Santa Clara, 
Calif. Santa Clara is a member city of the Northern California 
Municipal Electric Association, and I am authorized to appear before 
you to make a general statement of position in behalf of that org: ani- 
zation. 

The Northern California ae Electric Association represents 
the cities of Alameda, Biggs, Gridley, He: adlsburg, Lodi, Lompoc, 
Palo Alto, Redding, Roseville, Santa Clara, and Ukiah. Each of 
these cities has for many years owned and operated a municipal 
electric distribution system. Our membership comprises every such 
system in the service area of the Pacific Gas & Electric Co. With the 
single exception of the city of Roseville, all of our member cities 
purchase their total requirements of electric energy from this com- 
pany under contracts containing substantially the same terms and 
conditions. 

The Northern California Municipal Electric Association was 
formed in 1951 primarily in an effort to secure uniform and equitable 
power rates from the company, subject, of course, to the regulatory 
authority of the Public Utilities Commission of the State of Cali- 
fornia. We were successful at that time in forestalling the company’s 
attempt to increase our rates by approximately 1814 percent, largely, 
we are persuaded, because of the fact that an alternative power source 
was available to us from the Central Valley project of the United 
States Bureau of Reclamation. 

However, by mid-1955, when our first contracts expired, this source 
was otherwise committed. Consequently we were compelled to enter 
into agreements with the Pacific Gas & Electric Co., which called for 

rates escalating over a period of 3 years to a level approximately 31 
percent above ‘those previously obtaining. The city of Roseville re- 
fused to execute such an agreement at this time. After a period dur- 
ing which it purchased its requirements from the company at noncon- 
tract rates roughly 30 percent above those applying to our other mem- 
ber cities, Roseville was successful in obtaining delivery of Central 
Valley power. Mayor Campbell, of Roseville, will, I believe, explain 
this situation more fully in separate testimony. 

Subsequently, in 1957, the Pacific Gas & Electric Co. filed applica- 
tion for an additional rate increase approximating 7 percent. Despite 
the efforts of our association, this application was approved. We 
now find ourselves faced with resale rates nearly 40 percent above those 
available to us when a competitive source of energy existed. 

These facts demonstrate conclusively, we believe, the practical and 
beneficial influence of the so-called Federal yardstick. We do not 
in any sense deny the self-interest aspects of our opposition to this 
“partnership” proposal. We do believe sincerely in the proposition 
that the presence of a competitive power source reflects itself not 
only in its benefits to preference customers under reclamation law, 
but also to consumers of every kind in those areas served only by a 
single power company. Further, we are convinced that our own 
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service as municipal electric utilities operates in a very real sense as 
deterrent to excessive rates in adjacent areas. 

Quite aside from the interest which we hold as preference customer 
under reclamation law, we feel obligated to oppose the “partnership” 
proposal of the Pacific Gas & Electric Co. because we feel it to be algo 
contrary to the best interests of the people of California and of the 
United States generally. 

We make no point of the philosophical argument between “publie’ 
and “private” power proponents. Some members of our association 
have been in existence far longer than the company itself; the prin 
ciple of electric distribution through a system conceived by the peopl 
and operated by an agency of local government is, in our State, well 
established and accepted. 


First, by any standard we regard a 50-year, fixed-rate agreement} 


for the acquisition of electric energy to be economically and logically 


unsound. The company proposes, in effect, to guarantee over the} 


period of a half-century its costs for the production of something 
like 370,000 kilowatts of electricity. No other segment of its system 
grounded in the elements of changing conditions. Our own con- 
tracts with the Pacific Gas & Electric Co. do not provide for fixed 
rates throughout the life of the agreements. You have my assurance 
that such a provision would be eminently acceptable to our member 
cities. Other contracts of the Bureau of Reclamation involving the 
sale of electric energy, without exception in our knowledge, contain 
provisions of adjustment as cost elements dictate. 

Second, the published figures on the extent to which the additional 
costs to Federal and preference customers tend to offset the ostensible 


advantage to the Government under the company’s proposal do] 


not, we believe, properly reflect the situation as it relates to the 


members of our association. We are not in a position to adjudge the} 
validity of the many fiscal and technical figures given in testimony 


before this committee and elsewhere. The facts as they apply to 
our own operations, however, suggest clearly to us that the benefits 
involved are quite different from those argued by the proponents 
of the legislation now before you. 

Secretary Seaton, for example, estimated the excess costs to Fed- 
eral and other preference customers at $85 million in his letter pub- 
lished as House Document No. 94. This was subsequently adjusted 
to a figure of $115 million. Our own studies, however, indicate that 
the difference in the cost of energy between existing company rates 
and those established by the Bureau of Reclamation taken over the 
life of the proposed 50-year agreement would approximate $96,700.00 
just for the cities now required to purchase from Pacific Gas & Elee- 
tric. The total present demand for the cities is about 125,000 kilo 
watts or only 50 percent of the 250,000 kilowatts the Secretary said 
would be available from the Trinity. This extra cost figure is cal- 


culated on existing conditions, assuming no increase in consumption | 
over the term and no intervening increase in company rates. It} 


further excludes the city of Roseville from consideration, since that 
city already obtains its electric power from the Federal Government. 


The inclusion of Roseville would, on the same basis, add roughly f 


$3,600,000 to the total, for an aggregate extra cost in excess of $100 


is so guaranteed, as witness the company’s own pleas for rate relief,} 
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million. When the very substantial requirements of Federal agencies 
and those of other preference customers, which could be served from 
Trinity are taken into account, it is obvious that even the revised 
figures submitted by the Secretary are very much too low. This 
element radically alters the basis upon which the partnershp pro- 
posal was given initial study by the Congress. ( 

Third, in addition to the doubtful advantage which might accrue 
after consideration is given to the higher energy costs to Federal and 
other preference customers, we believe that the vague provisions con- 
tained in the proposal for recapture of the Trinity power facilities 
should be closely examined. It is a matter of record that the Pacific 
Gas & Electric Co. in its negotiations with the State of California 
for the sale of its Big Ben hydroelectric plant on the Feather River 
has placed a current valuation of $33 million upon a facility which 
represents a net investment of about $7 million. It appears to us 
inconceivable that the Federal Government would approve any agree- 
ment by which it is obligated to assure for a half century a fixed 
dollar cost for power on the one hand and on the other to leave en- 
tirely upon the price at which the generating features of its project 
may be recovered. 

Fourth, the company’s partnership proposal would also in sub- 
stance authorize 50-year extensions of agreements with the Federal 
Government for the firming and wheeling of Central Valley project 
power. There is, we believe, sound reason to review and modify the 
present contracts, whether or not the much longer term relationship 
is authorized. 

The Comptroller General’s report for fiscal 1956, for example, sug- 
gests that the charges now levied against the Government for wheeling 
and firming services are excessive. We think there are objections to 
the wheeling contract not mentioned by the Comptroller General. 
To begin with, we feel that the term “wheeling agreement” is in itself 
a misnomer, since the operation contemplated is more nearly an ex- 
change of power rather than its transmission over company lines. 
From our point of view, we believe that the area covered by the agree- 
ment should, in equity, be expanded to include all preference customers 
within the portion of the State served by the Pacific Gas & Electric 
Co. The cities of Healdsburg, Lompoc, and Ukiah, presently de- 
prived of any Federal energy which may become available, are entitled 
to the benefits of reclamation law. We can see no logical reason for 
limiting the wheeling service to the Central Valley area. We accord- 
ingly urge respectfully that every consideration be given to a modifica- 
tion which would place these cities upon an equal footing with other 
preference customers. 

One other defect in the wheeling contract is the failure of the com- 
pany to assume a firm obligation to wheel. The contract permits the 
company to decide for itself whether it will wheel, and this makes the 
contract onesided and provides no assurance that Federal power will 
be transmitted even though available. 

Despite the recommendation of Secretary Seaton contained in House 
Document No. 94 and the affirmative testimony previously heard by 
this committee, it is an accepted fact that the feasibility of the Trinity 
project for total Federal development has been established, and we 
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believe that this alternative would in every sense represent a more 
logical decision upon the part of the Federal Government. 

In summary, our association has unanimously concluded that the 
partnership proposal of the Pacific Gas & Electric Co. does not pro- 
vide for a relationship which economically serves the best interests of 
our Nation. If approved, it would establish a policy in sharp con- 
flict with that expressed and reaffirmed consistently by the Federal 
Government over a period of 51 years. It would inevitably estab- 
lish a new basis for the disposition of power from multipurpose recla- 
mation projects. It would at a stroke effectively destroy the benefits 
which flow to preference customers and to rate payers everywhere, and, 
as a new policy of selling the power benefits from Federal projects to 
private utilities, would eliminate the yardstick against which charges 
for rates and service made by private electric sy stems may be measured. 

I am most appreciative and grateful for the opportunity to express 
the position of our association ‘to this committee. TI am hopeful that 
the points which have been made will contribute to a decision against 
the proposed legislation and in favor of what we earnestly conceive 
to be the best interests of the United States. 

Mr. Asprnatu. Thank you very much, Mayor Nicholson. 

Mr. Fienarry. Our second witness before the committee this morn- 


ing is George Campbell, mayor of the city of Roseville, in the lower 
Sacramento V alley. 


STATEMENT OF GEORGE A. CAMPBELL, MAYOR, CITY OF 
ROSEVILLE, CALIF. 


Mr. Campsety. Mr. Chairman and gentlemen of the committee, my 
name is George A. Campbell. I am the mayor of the city of Roseville, 
Calif. The city of Roseville has a population of approximately 12.000 
people and is located 18 miles northeast of the city of Sacr amnento. 

For more than 45 years our city has been distributing electric en- 
ergy as a municipal function. Our city was the first municipality 
to sign a contract with the Government for Central V alley project 
power. This occurred in 1945, when it appeared that ¢ ‘entral Valley 
project power would soon be available. However, since the Bureau 
of Reclamation was unable to get funds to build the required trans- 
mission facilities and Pacific Gas & Electric refused to wheel the 
power to us at that time there was no way in which we could take 
advantage of our preferential right to Central Valley project power. 
In the ensuing 11 years the city of Roseville conducted one of the 
bitterest, struggles on record to secure, as a preference customer, 
power from a Federal hydroelectric project. Meanwhile this power, 
to which we were entitled, was going to the Pacific Gas & Electric Co. 
I believe a representative of that company told this committee on 
January 21 that nobody except the company could use the power. 
We could have used it and wanted it badly. 

In September of 1956 the Public Works and Resources Subcom- 
mittee of the House Committee on Government Operations, headed by 
Congressman Earl Chudoff, held public hearings in the city of Rose- 
ville to determine why we had not been able to ‘obtain Federal power, 


since it was available, and we were entitled to it as a preference 
customer. 
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The record of the Roseville hearings is worthy of inspection by this 
committee. It tells the story of the frustration and interminable 
delays that were inflicted on the city of Roseville in its effort to obtain 
a tiny fraction of the Central Valley project power. 

As a result of these hearings, the city of Roseville was finally suc- 
cessful in obtaining a new contract with the Bureau of Reclamation. 
In November of 1956, we started obtaining Federal power from the 
Central Valley project. We are indebted to the congressional com- 
mittee headed by Mr. Chudoff and to Congressmen Engle and Moss 
and Senator Kuchel, without whose help Roseville might still be 

waging its struggle to obtain Federal power. 

This struggle may prove to have been in vain if this bill is passed 
and the Pacific Gas & Electric gets control of the Trinity power- 
plants. If the San Luis project is constructed and Trinity power 
goes to Pacific Gas & Electric, the Government will have to cancel 
our contract as well as all others now in existence except for the 
Sacramento Municipal Utility District. There will not be enough 
project power left to serve us. Committee print 13 sets out studies 
showing this to be the case. 

We believe that the real intent of the company in seeking to buy 
Trinity power is to tighten its monopoly on power sources in northern 
California. Otherwise it would build’a steam plant. The company 
has said that Trinity is only equivalent to a steam plant. 

The fact that we are now able to purchase our wholesale power 
needs from the Federal Government has been of very considerable 
benefit to the people of our city. Since November 28, 1956, the city 
of Roseville has purchased 21,291,114 kilowatt hour of energy at a 
cost of 5.5075 mills per kilowatt-hour. Had we purchased this power 
from our former supplier, the P. G. & E. Co., it would have cost us 
9.075 mills per kilowatt-hour or some $75,000 more for the 13-month 
period. The difference in cost on our anticipated consumption over 
the 20-year period from 1961 to 1980 will result in savings to our 
city amounting to $6,267,165. 

We are only one small city in this vast United States and the State 
of California, however, the figures I have quoted above serve to illus- 
trate the great benefits which can be realized by the public from 
Federal construction of hydroelectric facilities. We feel that facili- 
ties constructed with public funds should be used for the benefit of 
the public rather than for the benefit of any particular private cor- 
poration. If the Trinity powerplants are constructed with Federal 
funds, the power produced will be available for use by Federal and 
preference customers as provided by reclamation law. Our present 
contract for power with the Government will serve our needs only 
until 1960, so it is imperative to us that the power facilities at Trinity 
be developed as a Government project in order to meet our power 
requirements beyond 1960, 

If public power is not available in northern California after 1961 
it will also deprive our people of the benefits which result from com- 
petition in the field of furnishing electrical energy. In past years 
Federal power has served as a yardstick for power rates in our area. 
If this yardstick is removed it will result in substantially higher 
power rates for all the people of California as well as increasing rates 
In our own community. 
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There has never been any question but that the Central Valley proj- 
ect would pay its own way. The Bureau of Reclamation figures 
indicate that project power would yield a $113 million surplus to the 
Federal Government if fully developed with Federal funds. And, 
as I understand it, the Federal Government doesn’t operate its projects 
to make a big profit. Power users as well as water users are to get 
the benefits coming from these large Government investments. 

I respectfully urge the members of this committee to do everything 
in their power to see that the Trinity River project is developed as 
rapidly as possible as a Federal project so as to preserve at least a 
semblance of competition in what would otherwise be a completely 
monopolistic field. 

Mr. AsprnaLL. Thank you very much. 

(The resolutions referred to above follow :) 


RESOLUTION 58-16 


The city of Ukiah, a member of the Northern California Municipal Electric 
Association, which association represents every municipal electric distribution 
system in northern California, comprised of the following member cities: Lodi, 
Santa Clara, Healdsburg, Palo Alto, Redding, Roseville, Ukiah, Alameda, Biggs, 
Gridley, and Lompoc, in the best interests of its economic prosperity, hereby 
resolves : 

1. That it is the city of Ukiah’s responsibility to seek power for their elec- 
trical distribution system at the lowest cost possible. 

2. That the Trinity River project offers the last opportunity for a low cost 
major power supply for the city of Ukiah. 

3. That revenues generated from the operation of the electrical system are 
of vital importance to the economy of the city of Ukiah. 

4. That in order to sustain these economic demands and seek the lowest cost 
power available, we must oppose any attempt by a private utility to supersede 
our rights as a public agency to first call on power developed through expendi- 
ture of public funds: Now, therefore be it 

Resolved, That the city of Ukiah hereby records its opposition to the Pacific 
Gas & Electric Co.’s proposal for partnership in the construction of the Trinity 
River project and its power generating facilities. 

Accordingly, the city of Ukiah further resolves that the Federal Government 
be requested and encouraged to immediately proceed to construct the afore- 
mentioned generating facilities and that favorable consideration be given to any 
application of the city of Ukiah for the purchase of a portion of the electrical 
generating capacity of the Trinity River project. 

This resolution adopted on Wednesday, January 8, 1958, by the following 
vote : 

Ayes: Mayor Rones, Councilmen Runkel, Mazzoni, Mercer, and Wagner. 

Noes: None. 

Absent: None. 

[ SEAL | DonaLp E. Rones, Mayor. 

Attest: 

CAROLINE M. Cuurcn, City Clerk. 

I hereby certify that the foregoing document is a full, true, and correct copy 
of a resolution duly and regularly adopted and passed by the City Council of the 
City of Ukiah, Calif., at a meeting thereof held on the 8th day of January 1958. 


CAROLINE M. Cuurcu, City Clerk. 


A RESOLUTION OF THE NORTHERN CALIFORNIA MUNICIPAL ELECTRIC ASSOCIATION 


The Northern California Municipal Electric Association, representing every 
electrical municipal distribution system in northern California, comprised of 
the following member cities: Lodi, Santa Clara, Healdsburg, Palo Alto, Red- 
ding, Roseville, Ukiah, Alameda, Biggs, Gridley, and Lompoc, in the best inter- 
ests of its member communities and their economic prosperity, hereby resolves: 
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1. That it is the responsibility of all communities represented to seek power 
for their electrical distribution systems at the lowest cost possible. 

2. That the Trinity River project offers the last opportunity for a low-cost 
major power supply for the members of this association. 

3. That revenues generated from the operation of these eletrical systems are 
of vital importance to the economy of these rapidly expanding western com- 
munities. 

4. That in order to sustain these economic demands and seek the lowest cost 
power available, we must oppose any attempt by a private utility to supersede 
our rights as public agencies to first call on power developed through expendi- 
ture of public funds: Now, therefore, be it 

Resolved, That the Northern California Municipal Electric Association hereby 
records its unanimous opposition to the Pacific Gas & Electric Co.’s proposal for 
partnership in the construction of the Trinity River project and its power- 
generating facilities. 

Accordingly, the member cities further resolve that the Federal Government 
immediately proceed to construct the aforementioned generating facilities and 
that favorable consideration be given to any application of these member cities 
for the purchase of a portion of the electrical generating capacity of the Trinity 
River project. 

This resolution adopted by unanimous action of the member cities on Tues- 
day, January 7, 1958, in a meeting held in Palo Alto, Calif. 

For the association by : 

H. D. WELLER, President. 
J. Kerru.ey, Secretary-Treasurer. 


RESOLUTION No. 5736 


Resolution of the Council of the City of Alameda stating its opposition to the 
Pacific Gas & Electric Co.’s proposal for partnership in the construction of 
the Trinity River project and its power-generating facilities 


Whereas on January 7, 1958, the Northern California Municipal Electric Asso- 
ciation, of which the city of Alameda is a member, unanimously passed a resolu- 
tion opposing the Pacific Gas & Electric Co.’s proposal for partnership in the 
construction of the Trinity River project and its power-generating facilities, 
said resolution being based on the following reasons : 

1. That it is the responsibility of all communities represented to seek power 
for their electrical distribution systems at the lowest cost possible. 

2. That the Trinity River project offers the last opportunity for a low-cost 
major power supply for the members of this association. 

3. That revenues generated from the operation of these electrical systems are 
of vital importance to the economy of these rapidly expanding western communi- 
ties. 

4. That in order to sustain these economic demands and seek the lowest 
cost power available, we must oppose any attempt by a private utility to 
supersede our rights as public agencies to first call on power developed through 
expenditure of public funds ; and 

Whereas the Council of the City of Alameda subscribes to the views set out 
therein : Now, therefore, be it 

Resolved by the Council of the City of Alameda, That its opposition to the 
Pacific Gas & Electric Co.’s proposal for partnership in the construction of the 
Trinity River project and its power-generating facilities be hereby recorded ; 
be it further 

Resolved, That the Federal Government is urged to immediately proceed to 
construct the generating facilities set out above and that favorable consideration 
be given to any application of the city of Alameda and other member cities of the 
Northern California Municipal Electric Association for the purchase of a 
portion of the electrical generating capacity of the Trinity River project; be it 
further 

Resolved, That the city clerk of the city of Alameda is hereby directed to 
transmit certified copies of this resolution to the Northern California Municipal 
Electric Association. 


I, the undersigned, hereby certify that the foregoing resolution was duly and 
regularly introduced and adopted by the Council of the City of Alameda in 
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regular meeting assembled on the 7th day of January 1958, by the following 
vote, to wit: 

Ayes: Councilmen Freeman, Schacht, and President McCall (3). 

Noes : Councilmen Collischonn and Petersen (2). 

Absent : None. 

In witness whereof, I have hereunto set my hand and affixed the official seal 
of said city this 8th day of January 1958. 

SHIRLEY H. TENNIER, 
City Clerk of the City of Alameda. 


RESOLUTION No. 57-16 


A resolution opposing constructing of Trinity River project on a partnership 
plan with Pacific Gas & Electric Co. 


The City Council of the City of Roseville does resolve as follows: 

Whereas Fred Seaton as Secretary of the Interior, has recommended to Con- 
gress that a partnership be entered into with the Pacific Gas & Electric Co. 
in the proposed development on the Trinity River project, 

Be it resolved, That the city of Roseville does oppose the construction of the 
Trinity River project by the United States Government under a partnership 
plan by which the generation of electricity at the dam to be constructed under 
such plan will be done by the Pacific Gas & Electric Co. 

Passed and adopted by the Council of the City of Roseville, this 27th day of 
March 1957, by the following vote on rolleall : 

Ayes: Councilmen Jos. Colnar, Paul J. Lunardi, H. Short, M. C. Lewis, Geo. 
A. Campbell. 

Noes : Councilmen, none. 

Absent : Councilmen, none. 

Signed and approved by me after its passage, this 27th day of March 1957. 
GEORGE A. CAMPBELL, Mayor. 
Attest: 


R. W. Terry, City Clerk. 


RESOLUTION No. 3-58 


A resolution of the City Council of the City of Healdsburg opposing partnership 
in construction of Trinity River project 


Be it resolved, That the City Council of the city of Healdsburg hereby records 
its unanimous opposition to the Pacific Gas & Electric Co.’s proposal for partner- 
ship in the construction of the Trinity River project and its power-generating 
facilities ; be it further 

Resolved, That the Federal Government immediately proceed to construct the 
aforementioned generating facilities and that favorable consideration be given 
to any application of this city for the purchase of a portion of the electrical 
generating capacity of the Trinity River project. It is further 

Resolved, That the following arguments are presented in support of this 
resolution: 

1. That it is the responsibility of the city council to seek the lowest cost power 
for its electrical distribution system. 

2. That the Trinity River project offers the last opportunity for a low cost 
major power supply for the city of Healdsburg. 

3. That revenues generated from the operation of the electrical system are of 
vital importance to the economy of the community. 

4. That in order to sustain this economy and seek the lowest cost power avail- 
able, we must oppose any attempt by a private utility to supercede our right 
as a public agency to first call on power developed through expenditure of public 
funds. 

In council duly passed this 10th day of January 1958 upon the following 
vote: 

Ayes: Councilmen Badger, Carroll, Whitwell and Mayor Ruonavaara. 

Noes: Councilmen Sauers. 

Absent: Councilmen, None. 

So ordered: 


ART RUONAVAARA, Mayor. 
Attest: 


EpWIN LAUGHART, City Clerk. 
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I hereby certify that the foregoing is a true and correct copy of a resolution 
duly and regularly passed by the City Council of the City of Healdsburg at a 
meeting thereof held January 10, 1958. 

JDWIN LAuGHART, City Clerk. 


ExcerPt FroM MINUTES OF THE CITy COUNCIL OF THE CITY OF PALO ALTO OF 
JANUARY 13, 1958, Re TRINITY RIVER PROJECT 


TRINITY RIVER PROJECT 


The mayor called attention to the recent action of the Northern California 
Municipal Electric Association, of which the city of Palo Alto is a member, 
opposing the partnership plan for construction of the Trinity River project as 
proposed by the Pacific Gas & Electric Co., and authorizing a committee to go 
to Washington to attend the congressional committee hearing on the matter. 
The committee is composed of the mayor of Redding, the city manager of Ala- 
meda and the city manager of Palo Alto who is secretary of the Northern Cali- 
fornia Municipal Plectric Association. 

The resolution adopted by the Northern California Municipal Electric 
Association on January 7, 1958, was read, the resolution recording the unani- 
mous opposition to the partnership proposal of the Pacific Gas & Electric Co. 
and urging the Federal Government to proceed with the construction of the 
Trinity River project and its power generating facilities, and that favorable 
consideration be given to any application of the member cities for the purchase 
of a portion of the electrical generating capacity of the Trinity River project. 

The city manager called attention to the fact that the California Municipal 
Utilities Association, to which the city of Palo Alto also belongs, had previously 
passed a similar resolution. 

A motion was made by Byxbee, seconded by Navis, that the action of the 
Northern California Municipal Electric Association be approved and the city 
manager be authorized to go to Washington to represent the Northern California 
Municipal Electric Association at the hearing. 

The motion approving the action of the Northern California Municipal Elec- 
tric Association and authorizing the city manager to go to Washington to repre- 
sent the Northern California Municipal Electric Association at the hearing was 
earried by the following vote on rolleall : 

Ayes: Byxbee, Cresap, Davis, Evans, Giffin, Mitchell, Navis, Porter, Ruppen- 
thal, Woodward. 

Noes: Marshall, Rodgers, Stephens. 

STATE OF CALIFORNIA 
County of Santa Clara, City of Palo Alto, ss: 

I, Winifred Kidd, city clerk of the city of Palo Alto, hereby certify that the 
above is a true and correct copy of the minutes of the meeting of the City Coun- 
cil of the City of Palo Alto of January 13, 1958, relating to the Trinity River 
project 

[SEAL] WINIFRED Kipp, 


City Clerk of the City of Palo Alto. 
JANUARY 15, 1958. 





RESOLUTION No. 611 


A Resolution of the City Council of the City of Santa Clara requesting 
the Congress of the United States to reject the proposal of the Secretary 
of the Interior to accept an offer of the Pacific Gas & Electric Co. to 
develop the power resources of the Trinity River division of the Central 
Valley project in the State of California. 


Whereas it is the established policy of the city of Santa Clara to furnish the 
best possible power service at the lowest possible cost ; and 

Whereas low power rates encourage more widespread use of electricity with 
its consequent benefits to residential, commercial and industrial consumers; and 

Whereas the development of low-cost hydroelectric power by the Central 
Valley project of the Bureau of Reclamation has been of tremendous benefit 
to all consumers in northern California, including both those served by private 
agencies and public agencies; and 
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Whereas the Congress has authorized full Federal construction of the Trinity 
River division of the Central Valley project under reclamation law and the 
main features are now under construction ; and 

Whereas the Secretary of the Interior has recommended that an offer of 
Pacific Gas & Electric Co. to construct and operate facilities to develop the 
power resources of the Trinity River division of the Central Valley project be 
accepted; and 

Whereas the acceptance of said offer would deprive publicly owned utilities 
of the right to direct purchase of the low-cost project power which would be 
available to preferential and Federal agencies under Federal development; and 

Whereas the city of Santa Clara and some 24 other preferential and Federal 
agencies purchase or have the right to purchase their entire power supply from 

Yentral Valley project at substantial savings ; and 

Whereas the acceptance of the aforesaid offer of the Pacific Gas & Electric 
Co. is not in the best public interest : now, therefore, be it 

Resolved by the City Council of the City of Santa Clara, That the city of 
Santa Clara does hereby urge the Congress of the United States 

1. To reject the proposal of the Secretary of the Interior to accept the offer 
of the privately owned utility to install and operate the facilities to develop the 
power resources of the Trinity River division of the Central Valley project in 
California ; and 

2. To appropriate sufficient funds for the construction of the powerplants 
and transmission facilities which are now authorized under reclamation law as 
part of Trinity River division of the Central Valley project; be it further 

Resolved, That copies of this resolution be sent to United States Senators 
Thomas H. Kuchel and William F. Knowland, Congressmen Clair Engle and 
Charles S. Gubser and Secretary of the Interior, Fred A. Seaton. 

Passed and unanimously adopted by the City Council of the City of Santa 
Clara this 7th day of January 1958 by the following vote: 

Ayes: Councilmen—Kiely, Levin, Moore, Rebeiro, Salberg, Toledo and Mayor 
Nicholson. 

Noes : Councilmen—None. 

Absent : Councilmen—None. 

Attest: A. S. Betick, City Clerk. 


RESOLUTION No. 2082 


Resolution of the Council of the City of Lodi stating its opposition to the Pacific 
Gas & Electric Co.’s proposal for “partnership” in the construction of the 
Trinity River project and its power generating facilities. 


Whereas the Pacific Gas & Electric Co. has proposed that the United States 
Government enter into a “partnership agreement” with the company for the 
development of hydroelectric power in connection with the Trinity River project, 
all as embodied in H. R. 6997 ; and 

Whereas the Trinity River project offers the last opportunity for municipal 
electric systems in northern California to obtain a low-cost power supply; and 

Whereas the City Council of the City of Lodi has the obligation to furnish its 
citizens with power at the lowest possible cost ; and 

Whereas it is this city council’s opinion that the interests of its citizens will 
best be served by Federal Government construction and operation of the power 
generation faciilties of the Trinity River project; and 

Whereas the Northern California Municipal Electric Association, of which 
the city of Lodi is a member, on January 7, 1958, unanimously adopted a reso- 
lution opposing the “partnership” proposal by Pacific Gas & Electric Co. for 
development and operation of the power generation facilities of the Trinity 
River project : Now, therefore, be it 

Resolved by the City Council of the City of Lodi, That the views and position 
of the Northern California Municipal Electric Association, as set down in its 
resolution adopted on January 7, 1958, be and are hereby endorsed by this city 
council; and be it further 

Resolwed, That this city council records its opposition to the Pacific Gas & 
Electric Co.’s proposal for ‘‘partnership” in the construction of the Trinity 
River project and its generating faciliites; and be it further 

Resolved, That the United States Government is hereby urged to proceed im- 
mediately to construct the generating facilities of the Trinity River project 
and that favorable consideration be given to any application of the city of 
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Lodi and other member cities of the Northern California Municipal Electric 
Association for the purchase of a portion of the electrical generating capacity of 
the Trinity River project. 

I hereby certify that the foregoing resolution was duly and regularly adopted 
and passed by the City Council of the City of Lodi, Calif., at an adjourned 
meeting thereof held on the Sth day of January 1958, by the following vote: 

Ayes : Councilmen—Fuller, Katzakian, and Hughes. 

Noes : Councilmen—Mitchell and Robinson. 

Absent: Councilmen—None. 

Dated: January 10, 1958. 


[SEAL] BEATRICE GARIBALDI, 


City Clerk of the City of Lodi. 


RESOLUTION No. 2306 


A resolution of the City Council of the City of Redding opposing the partnership 
proposal for development of Trinity River power and authorizing Mayor 
George C. Fleharty to represent the city of Redding at the hearings in 
Washington, D. C. 


Whereas the city of Redding is, and has been for many years, engaged in the 
distribution and sale of electrical energy to residents of said city; and 

Whereas the city council is responsible for the efficient business administra- 
tion of the system of distribution of said electrical energy within said city ; and 

Whereas said responsibility includes the procurement of electrical power at 
the lowest possible cost in order to provide the lowest rate to the consumer con- 
sistent with sound business practice ; and 

Whereas the Trinity River project is the last available source of low-cost 
power to the city of Redding ; and 

Whereas the savings to the city of Redding over the next 50 years would be 
substantial and highly necessary to the maintenance of a sound economy for 
said city of Redding ; and 

Whereas to meet the demands required to sustain said sound economy munici- 
palities must get first call on power developed through the expenditure of public 
funds ; and 

Whereas the Northern California Municipal Electric Association, of which the 
city of Redding is a member, has unanimously agreed to oppose the partnership 
proposal for development of Trinity River power ; and 

Whereas said Northern California Municipal Electric Association has selected 
three representatives to appear before the hearings to be held in Washington, 
D.C., on January 20, 1958, including Mayor George C. Fleharty of Redding : Now, 
therefore, be it 

Resolved by the City Council of the City of Redding as follows, to-wit: 

1. That all of the foregoing recitals are true and correct. 

2. That it is deemed to be in the best interest of the city of Redding to oppose 
the partnership proposal for development of Trinity River power and to seek 
to obtain said Trinity River power for the city of Redding by purchase directly 
from the Federal Government. 

3. That Mayor George C. Fleharty be and hereby is authorized to attend the 
hearings in Washington, D. C., on January 20, 1958, on behalf of the city of 
Redding and the Northern California Municipal Electric Association. 

I hereby certify that the foregoing resolution was introduced and read at a 
regular adjourned meeting of the city council of the city of Redding on the 
9th day of January 1958, and was duly adopted at said meeting by the following 
vote: 

Ayes: Councilmen—Fulkerth, Kelly, Puryear, Simons, and Fleharty. 

Noes : Councilmen—None. 

Absent: Councilmen—None. 


City CLERK'S OFFICE, 
City of Redding, ss: 


I, Dorothy C. Blood, city clerk of the city of Redding, County of Shasta, 
State of California, do hereby certify that I have compared the annexed and 
foregoing copy of Resolution No. 2306 opposing partnership proposal for devel- 
opment of Trinity River power with the original record thereof as the same 
appears copied in the records on file in my office at the city hall in the city of 
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Redding, Calif., and that the annexed and foregoing is a full, true, and correct 
manuscript therefrom, and of the whole of such original record. 


Witness my hand and the seal of the city of Redding this 10th day of Janu- 
ary A. D. 1958. 


[SEAL] DororHuy C. Brioop, City Clerk. 


Mr. Asprnatu. The committee has approximately 8 more minutes, 
and maybe a few more than that. The time will be divided equally 
between both sides of the aisle. 

The Chair recognizes the gentleman from California, Mr. Engle. 

Mr. Enaxe. I want to compliment you gentlemen on your state- 
ments. I want to ask one question. 

Mr. Nicholson, I particularly noticed your comment regarding the 
wheeling contract, in which you point out that the wheeling contract 
criticized by the Comptroller ‘General has defects in it over and beyond 
those he mentioned in his report; _ the one you put your finger on 
is, as I understand it, that the P. G. & E. reserves the right to say 
whether or not it will wheel. 

Is that correct ? 

Mr. Nicuorson. To the best of my understanding, yes. They have 
the option of determining whether they have the apacity of lines to 
perform this wheeling at any specific time. 

Mr. Enate. In other words, the Bureau of Reclamation serves notice 
90 days ahead of time they are going to ask the company to wheel, and 
the company makes determination in the interim as to whether it has 

capacity to wheel, which is a decision solely in its hands? 

Mr. Nicwoxson. Yes. 

Mr. Eneur. Then, if it does not want to wheel—as I understand, 
Mr. Campbell, when you people were trying to get this CVP power 
the company would not wheel; is that right ? 

Mr. Campsett. That was up until the prior agreement. 

In our case it was not a question of capacity because we were alre: ady 
buying P. G. & E. power. 

Mr. Enote. That is all. 

Mr. Asprnautu. The Chair recognizes the gentleman from Pennsyl- 
ania, Mr. Saylor. 

Mr. Sartor. I have one question, and I would like to have an answer 
from each one of you mayors; first, Mr. Fleharty. 

It has been unanimously agr eed by the opponents and pr oponents 
of this legislation that it will cost the Government a minimum of 7.3 
mills to produce this power at Trinity. I want to ask each one of you 
whether or not you believe the taxpayers of Pennsylvania and other 
parts of the United States should help pay the difference between 
7.3 mills which it actually costs and the 4.6 mills which you would pay 
the Federal Government if you get this power? 

Mr. Firuarry. Mr. Saylor, the repetition of the 7.3 mills does not 

make it a fact. We do not believe it is a fact, and I think there will 
be ample evidence presented in this hearing in the next several days 
to show it is not a fact. I am not an engineer, as you well know, and 
I cannot explain that evidence at this time, but I have studied it and 
it is my own conviction that the rate would not be 7.3 mills. 

Mr. Sartor. Mr. Fleharty, I will say to you these figures were in the 
Senate hearings, and nobody has contested them, the proponents of 
this legislation have not challenged those figures. I would be de- 
lighted to find somebody coming in here and challenging them. I 
have not heard Mr. Morris, the expert offered here, challenge those 
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figures in his very fine statement, and I would be delighted to hear 
somebody challenge them in the next few days. 

Mr. Enete. You will hear about it tomorrow. 

Mr. Saytor. I do not doubt that I will. 

Assuming them to be correct, I would like to ask why the people in 
Pennsylvania should pay a part of the light bill, a part of the heating 
bill, and a part of the cooking bill for the “people i in your town. 

Mr. Fienartry. I would not ask them to, Mr. Saylor, 1 most certainly. 
But I say I do not think when an assumption is not correct you can 
base any conclusions upon it. 

Mr. Nicnoxson. Mr. Saylor, there is another point there also. 

Mr. Sartor. You answer the question, and then tell me all about the 
other point. 

Mr. Nicnorson. This point is an answer to your question. That is, 
when you segregate Trinity power and put one cost on that and base 
your assumptions there—we buy from the Central V alley project if we 
have the opportunity. We buy power that is part of a pool and on 
which there are average cost figures. Some of it is much more reason- 
able than others. 

Mr. Sartor. Is there any doubt? You have heard everybody here, 
Mayor, say that all of the power that now exists in Central Valley is 
gone; if there is going to be any more power it has to come out of 
Trinity. So that power is going to go now to the new customers. 

Mr. Fienarry. It is part of an integr ated pool. 

Mr. Nicnotson. It has to be pooled. It does not go out as an indi- 
vidual entity. 

Mr. Saytor. In other words, it is going to cost 7.3 mills, and I want 
to know why the people of Pennsy lvania should pay part of your light 
bill. We have to pay our own. 

Mr. Fienarry. But—— 

Mr. Asprnauu. Just a minute. Mr. Nicholson is answering now. 

Mr. Nicnorson. I think I would give substantially the same answer. 
When we buy power from P. G. & E. we do not buy it from any specific 
powerhouse, nor do we buy on the cost basis of where the power was 
generated. We buy from a pool of power that comes from all over the 
Sierra Nevadas, and so would we buy from the Central Valley project. 
You cannot take one high-cost operation and base all of your economic 
conclusions upon that. 

Mr. Sartor. If there is no more power available except this high- 
cost power, then somebody is going to have to pick up the difference 
between 4.6 mills and 7.3 mills, substantially 3 mills on each kilowatt- 
hour. 

Mr. Nicnoutson. To my understanding, that difference would be 
picked up within the project on its different costs and different returns 
on the power that it generates and allocates. 

Mr. Sartor. In other words, you disagree with the President’s Water 
Policy Board that this power should be sold at a cost equivalent and 
not less than full cost, including amortization of the allocated portion 
of the total investment with interest and payment in lieu of taxes to 
the State and local governments? 

Mr. Nicnoison. Mr. Saylor, I do not think I am qualified to speak on 
neg y of this Government. But I know that on a practical matter 
1ere, we are in business in our city to buy and to distribute electricity, 
just as the P. G. & E. is when they appear before you. We want to 
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have the opportunity to buy as economically as we can to be competitive 
in our operation and to sell to our people at an advantage. And I 
think the P. G. & E. appears before you in exactly the same light, and 
we seek no more and no less than that. 

Mr. THomson. Will the gentleman yield ? 

Mr. Sayvor. Yes. 

Mr. Tuomson. My philosophy of reclamation, what I have been 
taught, is that the power profits from these dams are supposed to be 
used to assist in irrigation. 

Mr. Nicnoison. Yes. 

Mr. THomson. Do I understand you to say that profits should be 
taken to assist in supplying the city of Santa Clara with electric 
energy at less than the cost of the power from new Trinity Dam, 7.3 
mills, if that 7.3 mills is the fact ? 

Mr. Nicuotson. No. 

Mr. THomson. You say you are going to take it out of this power 
pool, do you not ? 

Mr. Nicuoison. That is correct. 

Mr. Tuomson. And even if it is 7.3, because they are making a profit 
up at Shasta and these other dams they can take care of your power 
requirements ? 

Mr. Nicuotson. No; I do not see it in that light. 

Mr. Enere. Will the gentleman yield to me? 

Mr. Asprnavyi. Just a minute. The gentleman from Pennsylvania 
has the time. 

Mr. THomson. I yield back. 

Mr. Sartor. I would like to ask the mayor—— 

Mr. Epmonpson. A point of order, Mr. Chairman. I think the 
House is in session. 

Mr. Asprnatu. The point of order is well taken; the House is in 
session. 

The committee will be 

Mr. Tuomson. I would like to have the record show there are a lot 
of questions I would like to ask these witnesses. Will they be back ? 

Mr. Asprnaty. That is right. 

The chairman had nothing to say about the disposition of time. 
The time was set yesterday as far as the convening of the House of 
Representatives was concerned without any consideration on the part 
of the chairman of the full committee and the chairman of the sub- 
committee. We have to take the time we have got. Also we always 
try to accommodate out-of-town witneseses. Mr. F leharty will be here 
tomorrow and you can direct questions to him as far as the t testimony 
of these other two gentlemen is concerned. 

Mr. THomson. May I ask the two who will not be here to supply for 
the record who their customers are, that is, the number of private 
homes, any industrial loads they serve, and any departments they 
serve ¢ 

Mr. AsprnaL. I think they will be willing to supply that without 
any question. 

With that understanding, the committee will stand adjourned until 

30 tomorrow morning when we will meet with the directors of the 
National Reclamation Association, and then at 10 o’clock we will 
continue the hearing on the Trinity proposal. 

(Whereupon, at 11: 02 a. m., the committee adjourned, to reconvene 
at 9:30 a.m., Friday, January 24, 1958.) 
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FRIDAY, JANUARY 24, 1958 


Housr or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON LNTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to other business, at 10:15 a. m., 
in the committee room, New House Office Building, Hon. Wayne N. 
Aspinall, chairman of the subcommittee, presiding. 

Mr. Asprnauti. The subcommittee will now be in session for the 
further consideration of H. R. 6997 and kindred bills. 

The Chair has an announcement to make before we begin this morn- 
ing’s session. 

On February 3, this subcommittee will meet at 9:30 a.m. At that 
time we shall take up the discussion of S. 1806 and H. R. 4647, which 
is commonly known as the Bear River compact legislation. At the 
conclusion of the meeting on that legislation, we shall immediately 
return to the consideration of H. R. 6997, at which time we shall have 
the Secretary of the Interior, Mr. Seaton, before the committee, ac- 
companied by his staff. At the conclusion of his testimony, which 
will be no later than the morning or afternoon of February 3, we shall 
then recall to the stand any of the opponents of the legislation who 
have appeared or who desire to appear before this committee. 

The reason for this is because of the peculiar situation surrounding 
the taking of witnesses in order. It has been impossible to get the 
Secretary and his advisers before the committee, through no fault, 
may I say, of the Secretary. The Secretary advised us in plenty of 
time, but the meetings were set, and we have tried to accommodate 
everybody, with the understanding that we would finish these hearings 
this week, But we have been unable to do so, and we shall proceed 
as rapidly as possible and try to get through with the questioning of 
the two witnesses now before the committee. 

First we will have Mr. Fleharty, representing the mayors, and 
then we will have Mr. Morris return to the stand this morning. 

Dr. Minter. A parliamentary inquiry, Mr. Chairman. 

Mr. Asprnautyi. The gentleman will state it. 

Dr. Minter. On February 3, the meeting is at 9: 30? 

Mr. Asprnauu. Yes. 

Dr. Minter. How long do you anticipate the consideration of the 
Bear River compact might take? 

Mr. Asprnauu. The Bear River compact legislation should not take 
over 20 to 40 minutes. 
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Dr. Mitier. So we can consider the Secretary will probably have 
2 hours. 

Mr. Asprnatu. The Secretary should have those 2 hours and 2 
hours again on the 4th. Then on the 5th, which is the regular day 
for the full committee to meet, nothing of importance being before 
the full committee, we will have that for the subcommittee and wind 
up these hearings. 

Dr. Miier. For those who might be in opposition ? 

Mr. Asprnatu. Yes. 

Mr. Enote. A parliamentary inquiry, Mr. Chairman. 

Mr. AsprnaLu. The gentleman will state it. 

Mr. Enetxz. We have had an agreement that we will have roughly 
equal time, and the opponents are not getting it under this arrange- 
ment. Can it be understood that if we happen to need our regular 
day for the full committee on the 5th, the hearings will remain open 
and continue on that day ? 

Mr. AsprnaL. I think that is entirely within the province of the 
committee. The Chair is entirely agreeable to that. I think, though, 
at the end of today’s testimony, it will be fairly even, and with the 
committee desiring the testimony of the Department not be counted 
as proponent testimony, we will be able to make up the difference on 
Seeeey 5. Atleast I hope so. 

Mr. Enate. [have not agreed. 

Mr. Asprnaty. I understand the gentleman has not agreed to it, 
but we will see if we cannot get this all cleared up. 

Mr. Stsx. A parliamentary inquiry, Mr. Chairman. 

Mr. Asprnatu. The gentleman will state it. 

Mr. Sisk. Do we propose the committee sit this afternoon ? 

Mr. Asprnatx. Not unless it is necessary to get through with Mr. 
Morris and Mr. Fleharty in their presentation. 

Mr. Sisx. Thank you. 

Mr. Asprnauu. Mr. Fleharty, if you will be seated at the witness 
table, we shall proceed in our questioning of you. At the end of yes- 
terday’s session, Mr. Engle had yielded to the gentleman from Penn- 
sylvania. 

Mr. Enetz. Mr. Chairman, Mr. Fleharty has a short statement, I 
think. 

Do you desire to read that statement, Mr. Fleharty ? 
Mr. Fiewarty. I would like to. 
Mr. Asprnaty. You may proceed. 


STATEMENT OF GEORGE C. FLEHARTY, MAYOR, CITY OF REDDING, 
CALIF., REPRESENTING THE NORTHERN CALIFORNIA MUNICI- 
PAL ELECTRIC ASSOCIATION—Resumed 


Mr. Frenarry. Mr. Chairman and members of the committee, my 
name is George C. Fleharty, mayor of the city of Redding, Calif. I 
appear before you today representing the Northern California Munici- 
pal Electric Association. 

In the interest of the valuable time of the committee I will con- 
fine my remarks to specific statements supporting the position of 
our association and attempt to avoid repetition of the remarks pre- 
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sented by Mayor Nicholson of Santa Clara and Mayor Campbell of 
Roseville. 

Most of the systems in our association represent pioneer electric dis- 
tribution facilities in northern California. Some were in business 
before the turn of the century thus they do not represent any radi- 
cal innovation in the concept of municipal government in the West. 
Some were well established operating entities when P. G. & E., which 
now serves over 90 percent of northern California, came into existence. 

At present all of these agencies with the exception of Roseville 
purchase their power from the Pacific Gas & Electric Co. Rose- 
ville does not enjoy a firm long-term commitment and may soon re- 
vert to the status of the balance of the association. In recent years 
the association member cities have received some special considera- 
tion from the company but only because of the existence of a small 
block of power from the Central Valley project. We think this has 
been extremely helpful to us. 

The Interior Department has informed us on many occasions re- 
cently that there is no more power available from present CVP in- 
stallations for our cities. If this is true it leaves the Trinity as the 
only remaining possible source of a Federal power supply. Without 
this we would have only P. G. & E. as a supplier of wholesale electric 
power for our systems. It is easy to see why we are concerned under 
these conditions about our continued competitive existence. With 
only one power supply available and that from a competitor and pos- 
sible successor to the cities in the field of power distribution the cities 
find themselves in an extremely hazardous position. Even now rates 
vary. In my own city of Redding rates are lower than those available 
to other cities because of our geographical position immediately ad- 
jacent to power features of Shasta and Keswick Dams. In 1955 when 
Redding signed its present contract, company officials indicated that 
in 1960 we would return to the rate charged other municipalities where 
CVP competition was less pressing. In our State the public utilities 
commission does not allow 50-year firm contracts so it is impossible to 
protect this temporary competitive position other than to have in con- 
tinued existence some small supply of power from an alternative source 
such as the Federal Government. 

Although we realize the utility business by its very nature must be a 
monopoly, we believe that the existence of several small public mo- 
nopolies provides a basis of comparison or yardstick on which to judge 
the operations of the private monopoly. After making due allowances 
for the tax advantages to the municipalities this comparison is entirely 
valid. P. G. & E. represents the largest single service area of any 
utility in the Nation and is third largest so far as customers are con- 
cerned. Certainly some comparison of costs is in the public interest. 
Large private monopolies without any threat of competition or any 
yardstick for comparison certainly do not have a very enviable record 
in the history of the West. 

The company has advanced against this yardstick theory the argu- 
ment that such distribution would benefit only the favored few, such as 
members of our association, whereas if the power went to the company 
the benefits would be more widespread and flow to all the people. 
P. G. & E. to date has taken some 80 percent of all the available power 
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from CVP at very low cost. This 80-percent figure would seem to 
indicate that possibly it is the P. G. & E. who is the “favored few.” 

The men who serve the governing boards of the cities in our asso- 
ciation are predominantly small-business men and stanch advocates 
of free competitive enterprise. We are fearful, however, that elim- 
ination of the competitive aspects of this situation will carry with it 
deprivation of freedom of choice or comparison, thus leaving only an 
extremely big company in this vital field of power service. We do not 
think this would be a healthy situation. 

Aside from those aspects of the Trinity question which directly 
affect the economy of our member cities, we believe acceptance of the 
partnership proposal would not be a sound business venture for the 
United States. We have serious doubts that this is a good partner- 
ship. Certainly as directors of our utilities we could never enter 
into such an agreement. 

Fifty years is much too long to enter into any firm purchase agree- 
ment. With respect to this, I should like to invite a parallel. What 
would this committee think about a proposal to sell all of the timber 
in the Shasta National Forest for the next 50 years at a fixed price 
to be determined now but paid in annual installments over the life 
of the agreement’? If this had been done 50 years ago the price would 
have been $3 to $4 per thousand board-feet. Today it is worth $45 
to $50. The future just a few years hence is uncertain economically, 
let alone looking 50 years ahead. 

Also, I should like to point out that the issues at Trinity are not 
the same as those in the Hells Canyon case. There the question was 
whether the Federal Government or a private company should build 
the entire project. At Trinity this has already been decided. Con- 
gress authorized the Trinity project in 1955 and it is now under con- 
struction. In fact the construction of the power features of the Trin- 
ity are now authorized to the Federal Government and the only ques- 
tion is whether or not the power benefits should be sold to a private 
company. Also in Hells Canyon the power company already has an 
FPC license and is presently building the project. 

We realize the difficult problem Congress must face in the disposi- 
tion of power benefits from Federal projects. The problem extends 
over 50 years and many debates are recorded. In 19 separate pieces 
of legislation extending over this period Members of Congress decided 
that it was in the best interest of the people to allocate those benefits 
to public agencies located in most every section of our Nation. To 
change course at this point by accepting the partnership proposal 
would place the Federal Government in the position of subsidizing a 
private monopoly. } 

The total allocation to power on the Trinity is $155 million. That 
is the projected cost of the power aspects of the project. P. G. & E. 
proposes only to invest $55 million. The United States would invest 
the other $100 million to be paid by the company at 3-percent interest 
over 50 years. In effect this is a loan from the Federal Government 
at 3-percent interest, payable over 50 years. Private investors do not 
react favorably to firm unilateral commitments like this. The 3-per- 
cent interest rate is considerably below the company’s cost of money 
in the open market. Thus the situation represents a huge Federal 
subsidy to a very healthy private utility. Under these conditions 
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we think it is clearly in the best interest of the public to develop 
the Trinity power facilities in conformity with the present authoriza- 
tion. 

There has been considerable comment in these hearings on the recent 
report of the Comptroller General of the United States. He points 
out in his recent report to the Congress that the current wheeling and 
firming agreement between the Bureau of Reclamation and P. G. & E. 
are overbalanced in favor of the company. The report states that 
the transmission losses provided in the firming contract are too high 
and in effect represent a purchase discount that should not be con- 
tinued. The report also states that dependable capacity in excess 
of that billed has continually been available to the company. These 
items all work to the decided advantage of P.G. & E. The criticisms 
were pointed out in previous reports and there is a letter on file from 
the Bureau of Reclamation stating that they would correct the in- 
equities in 1961. Yet, these inequities are incorporated into the part- 
nership proposal and the attempt is to perpetuate them as they now 
exist for 50 additional years. 

I would like to express my appreciation on behalf of the members 
of our association for this opportunity to appear before your honor- 
able body. 

Mr. Asprnauyu. Thank you. 

The Chair recognizes the gentleman from California, Mr. Engle. 

Mr. Eneve. Mr. Fleharty, you did put in the record the resolutions 
and the other matters yesterday that you wanted to; did you not? 

Mr. Fienarry. Yes, sir. 

Mr. Enate. I reserve my time. 

Mr. Asprnauti. The Chair recognizes the gentleman from Nebraska, 
Dr. Miller. 

Dr. Mititer. Mr. Fleharty, you are the mayor of Redding, Calif. ? 

Mr. Fienarry. Yes, sir. 

Dr. Minter. What county is that in? 

Mr. Fuenarry. It is in Shasta County. 

Dr. Minter. Since you are here expressing your views on this legis- 
lation, does the city of Redding own their own electric plant ? 

Mr. Fienarry. Yes, sir. 

Dr. Mitter. And that is tax free? 

Mr. Fienarry. Yes, sir. 

Dr. Mitier. You represent just the area that is in Redding, Calif. ? 

Mr. Firenarry. Yes. 

Dr. Minter. How large a city is Redding? 

Mr. Firenarry. Approximately 14,000 people. 

Dr. Minter. How many are in the county ? 

Mr. Furuarry. 51,500. 

Dr. Mitier. Are you aware of the fact that the county commis- 
sioners of Shasta County endorsed the proposal of partnership de- 
velopment ? 

Mr. Frenarry. Lam, sir. 

Dr. Minter. They took that action yesterday. 

Mr. Fienarry. Yes, sir. 

Dr. Minter. And they do not agree with your position ? 

Mr. Freuarty. That is correct. 
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Dr. Mirier. Are you aware of the fact that the Board of a 
visors of Trinity County also took action approving the P. G. & 
partnership plan ? 

Mr. Fienarry. That is correct. 

Dr. Mitter. They represent the entire county and have charge of 
the tax situation as it relates to the county ? 

Mr. Frenarry. Trinity County ? 

Dr. Muuer. They levy taxes. 

Mr. Fienarty. The Shasta supervisors ? 

Dr. Mituter. Yes; Shasta. 

Mr. Chairman, I would like to place in the record two wires ad- 
dressed to Congressman Scudder, which he turned over to me, relative 
to the Shasta County Board of Supervisors and the Trinity County 
Board of Supervisors endorsing the Trinity partnership plan. 

Mr. Enetz. Mr. Chairman, reserving the right to object, does the 
gentleman have any objection to the record showing that the Board 

of Supervisors of Shasta County passed the resolution by a 3 to 2 vote? 

Dr. Miter. If that is correct. If you have evidence to that effect, 
T have no objection. 

Mr. Encuz. Yes; I will supply it. 

Mr. Asprnau. If there is no objection, the request will be granted, 
and the telegrams will be made a part of the record at this point. 

(The telegrams follow :) 


REDDING, CALIF., January 20, 1958. 
Hon. HvuBert B. ScuppeEr, 


House Office Building, Washington, D.C.: 

On Monday, January 20, 1958, the Shasta County Board of Supervisors en- 
dorsed the partnership proposal providing for joint development of the hydro- 
electric power facilities of the Trinity River project. 

ANDREW T. JESSEN, 
Chairman, Shasta County Board of Supervisors. 


BERKELEY, CAuir., January 23, 1958. 
Congressman ScupDDER, 
House Office Building, Washington, D.C.: 

Yesterday Shasta County Board of Supervisors joined Trinity County super- 
visors in approving P. G. & E. partnership plan. It takes big business like 
P. G. & E. to keep big and prosperous in order to pay taxes and ready us for 
defense or war. There is no substitute for free enterprise in our system of 
government. 


ARTHUR L, CoGGINs. 

Dr. Mitter. Mr. Fleharty, at the previous hearings on the Trinity 

tiver bill it seems to me you supported the Trinity River bill. Is 
that true? 

Mr. Fienarty. Yes, sir. One of the hearings was held in our city, 
which you attended, I believe. 

Dr. Miniter. Yes, I attended that. I remember that, and it bothered 
me a little that you were here today opposing the Trinity River pro- 
visions. I just do not know why you are opposing them. 

I believe also in your testimony of yesterday, you raised some ques- 


tion relative to the 7.3 mills it would cost to produce Trinity power. 
Is that true? 


Mr. Fienarry. Yes, sir. 
Dr. Miniter. Upon what do you base your objections to the finding 
of the engineers on the 7.3 power cost ¢ 
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Mr. Fienarry. First of all, Dr. Miller, I would like to state that 
we do not want to buy power at a disadvantageous rate to the Federal 
Government, and certainly if the committee should find in the end 
that the rate is too low, then the rate should be raised. We do not 
feel this is the case at the present time because the Central Valley 
project today is composed of four units—Shasta, Keswick, Folsom, 
and Nimbus. These units are integrated to form a single CVP rate. 
The current proposal is that this is the Trinity River division of the 
Central Valley project. If that is added to the project, it certainly 
seems feasible to us it should be integrated with the balance of the 
system, just as the company does and many other projects. 

Dr. Mixer. Your contention is if you integrate the whole thing the 
cost is less than 7.3 mills? 

Mr. Fienarry. That is correct, sir. 

Dr. Minter. Are you saying, though, that the cost of power from 
Trinity is not 7.3 mills? What is your understanding of the cost of 
power from Trinity itself? 

Mr. Fienarry. The cost, taken alone and separate, would be 7.3 
mills; yes, sir. 

Dr. Mutter. We agree, then, that taken by itself the cost is 7.3? 

Mr. Fieuarry. Yes, sir. 

Dr. Mitier. Because I think that was rather firmly established in 
the hearing in the Senate. 

Mr. Fienarry. Of course, I am not in a position to contest that, and 
it is in the report. 

Dr. Miturr. It has been contested several times that the cost was 
not 7.3 mills. I point out that it is part of the transcript over in the 
Senate hearing. Senator Anderson, who I believe was chairman at 
that time of the committee, requested a report showing the cost per 
kilowatt-hour of Trinity power to the Government. That report was 
prep: ared by the Bureau, concurred in by representatives of the State 
of California, the company, and the committee staff of the Senate side, 
and the report declares that the power at a Federal Trinity plant 
would cost the Government 7.3 mills per kilowatt-hour. 

It would seem that that ought not be contested by those who are 
pros the P. G. & E. contract, because, standing alone, as far as I 

“an understand, it does cost 7.3 mills or more. 

If it cost 7.3 mills and it is thrown into the power grid of the other 
developments, does not that raise the cost of the power eventually to 
the preference customers ? 

Mr. Fienartry. At the present moment it is my understanding there 
is $113 million surplus in the project as it now exists. If they wanted 
to continue to accumulate surpluses, no doubt there would have to be 
some adjustment in the rate. 

Dr. Miutuer. If the San Luis, Mr. Sisk’s project, comes on with the 
pumping there, and then perhaps they bring another one on the line, 
would there still be a surplus in the fund, do you think? In other 
words, would not the fact it cost more to produce the power, 7.3, than 
they sell it at, 4.6, mean that eventually your surplus would gradually 
be reduced? Is that true? 

Mr. Fienarry. There is no question, Dr. Miller, that would be true. 
The thing I objected to in Mr. Saylor’s questioning yesterday was the 
establishment of the 7.3 rate; and if the one project is integrated with 








178 TRINITY POWER FACILITIES 


the other four, I think the rate certainly would not come anywhere 
near the 7.3. 

Mr. Ruopes. Will the gentleman yield ? 

Dr. Mirurr. Yes. 

Mr. Ruopes. Are you saying that if you had one business that was 
losing money and two that were making money, if the composite 
showed a profit, that would still be a good deal ? 

Mr. Fienarry. Mr. Rhodes, I think the power companies through- 
out the United States operate under that theory. Many of their facili- 
ties were constructed years ago when construction costs were far below 
what they are today, and they do integrate the different features of 
their particular systems. 

Mr. Ruopes. I do not think many of them deliberately build sys- 
tems they know are going to lose money, do they ? 

Mr. Fienarry. I think there have been a number constructed 
recent years. 

Mr. Ruopes. I would be very happy if you could name a few of 
them. 

Mr. Enere. Will the gentleman yield ? 

Mr. Ruopes. Dr. Miller has the time. 

Mr. Enete. If the gentleman will yield, I will. name them right 
quick. 

Dr. Mituer. I think I would like to proceed with the questioning 
here. Perhaps the gentleman can come back to that. I do not want 
to waste a lot of time. 

The revenues on the credit side from Trinity River and all of these 
dams are used to help irrigators to pay for the cost of these irriga- 
tion projects. Is that your understanding ? 

Mr. Frenarty. That is correct, sir. 

Dr. Mitier. Do you think also that this fund should be depleted 
and burglarized so that the city could get in on some cheap subsidized 
power 

Mr. Fienarry. I have heard the term “burglar” before in this hear- 
ing, but it ison a different hand now. 

Dr. Mitier. But a gloved hand. 

Mr. Firnarry. I believe the cost to irrigators is the same regardless. 
They pay on their abiilty to pay. 

Dr. Mitier. Where would the irrigators come in? If we proceed 
to let all the municipalities and maybe other preference customers come 
along and say, “We are a pre ‘ference customer and we want this power 
at 4.6: we know it costs 7.3. but you got a little credit in the Treasury, 
and we want to use that up, how long would the reclamation projects 
and the people interested in reclamation be able to stand on their feet 
if they did not get some help ? 

Mr. Fienarry. I think the project currently is doing quite well 
in sustaining water features and also furnishing power. 

Dr. Mittrr. You are going to proceed to wreck it, if you are going 
to get power when it costs more than you are willing to pay. 

Mr. Fienarry. I stated we would be happy to adjust our rates to the 
integrated total cost. 

Mr. THomson. Will the gentleman yield ? 

Dr. Minuer. Yes. 

Mr. Tuomson. It is unfortunate, perhaps, that the Bureau testi- 
mony comes on later. I made an inquiry, and I hope the answer proves 
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to be right. I asked for honest information, and I think I got it. It 
said if the Trinity was never built at all the surplus in this bank 
account would be $160 million greater than if Trinity is built. In 
other words, instead of having $113 million surplus, there would be 
$273 million surplus. So there is being taken out of the bank account 
by Trinity $160 million, if 1 got the correct figures. Assuming they 
are correct, do you think that the $160 million, as C ongressman ‘Miller 
is indicating, should go as a subsidy to power users in a few cities 
rather than to be used for assist to irrigation ? 

Mr. Fienarry. Mr. Thomson, the | figures that you bring up in re- 
spect to irrigation are not familiar to me. I feel certain that Mr. 
Morris, who will follow me and who is a qualified technical expert, 
could answer those questions. 

Mr. Tuomson. We will go into that further on my own time. I do 
not want to take more of the doctor’s time. 

Dr. Miuier. Mr. Fleharty, as the mayor of the city of Redding, 
Calif., you want to buy power just as cheaply as you can for the 
citizens. That is your job. I followed the same course when I was 
mayor of Kimball. 

Mr. Fienarry. That is right. 

Dr. Miier. Would it be fair to say that mayors like to get cheap 
subsidized power for municipally owned systems such as Redding? 
Is that right ? 

Mr. Fienarty. I think that would be an incorrect statement, Mr. 
Miller. We have five councilmen on the City Council of the City of 
Redding, every one of whom is a good Republican, and I do not think 
they would like to participate in anything like that. 

Dr. Minter. You do not think they would like subsidized power? 

Mr. Fienarty. No,sir. 

Dr. Mitier. That is a little different than most mayors and councils. 
I think they all want to buy as cheaply as they can. It seems to me 
that the cities of Redding and Sacramento and some of the others are 
trying to. They should. I think I would do the same if I were a 
mayor or councilman of a city—buy it as cheap as I can. But I think 
someone has to intervene for the irrigator and others who are looking 
to funds to help to carry as large a load as possible of the irrigation 
costs. If you are going to proceed on the theory that this should be 
Federal power and should be sold at less than the cost of production 
because other plants can produce power cheaper, then naturally you 
do not have a very sound economic system. 

I do not know whether your city receives loans from the REA. 
I understand that one city in this group did receive a loan from 
REA. It does not take much reading or interpretation of the REA 
law to realize that the moneys appropriated for REA are for de- 
velopment of the oo situation and expansion of rural electricity 
in farm areas, rural ar 

Mr. Fienarry. | ras net believe, Dr. Miller, there is a city in our 
association that has. 

Dr. Muir. I believe SMUD. 

Mr. Frenarty. They are not in our association. 

Dr. Mitter. They are in the same basket when it comes to getting 
subsidized power. In getting that subsidized power, they are ‘violat- 
ing the intent and purpose of the REA law. I think those people 
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understand it. Undoubtedly Sacramento would have large commer- 
cial concerns who would not have any more right to get subsidized 
power at REA rates than others, and in the wildest stretch of imagi- 
nation that could not be considered a rural area. I think the evidence 
presented when SMUD comes on will be to the effect that they are 
classified in that area. I do not know that I blame them, if they 

can get away with that kind of robbing the funds that should go to 
rural areas and should go to the development of sound reclamation 
projects. But those are the bare facts. I do not know who is re- 
sponsible for it, but I am concerned, and I am trying to keep an open 
mind in this as to the development one way or the other. 

I think it ought to be developed certainly, but I am a little con- 
cerned when cities get in the habit of buying ‘their electric ity at pretty 
near cost or less and pay no taxes. I am w vondering just what would 
happen if all of our cities were in the same category. We would not 
have much except a socialistic form of Government where some big 
brother in Washington would be doling out a little for you as you go 
along. 

I just hope you, as the mayor of the city, and your council will 
consider carefully how much they should pay, and the other cities 
in this particular area will also not be too greedy in wanting to get 
what I think is subsidized power, power ‘at less than the cost of 
production. 

That is all. 

Mr. Asptnatu. The gentleman from North Carolina, Mr. Shuford. 

Mr. SHuForp. No questions. 

Mr. Asprnatu. The gentleman from Utah, Mr. Dawson. 

Mr. Dawson. Mr. Fleharty, did I understand you to say that you 
did not agree with the 7.3 mill figure as the cost of production ? 

Mr. Frenarty. I believe 

Mr. Dawson. If 7.3 mills is the cost of production, then the rate 
at which you are proposing to purchase this power from the Govern- 
ment would be less than the cost of production, and you would have 
no objection to seeing the rate raised at least to get the cost of pro- 
duction out of it? 

Mr. Fienarry. Out of the integrated project; yes, sir. 

Mr. Dawson. I agree with my colleague from Nebraska that I 
cannot blame you at all for getting your power as cheaply as you 
possibly can. But I cannot agree with your statement, on page 3, 
the second paragraph, wherein you state : 





We believe acceptance of the partnership proposal would not be a sound 
business venture for the United States. 

Do you not figure it would be a sound business proposal for the 
United States if they could save $56 million in construction costs, 
which is about a quarter of the cost of the total project, and from 
which the Government would receive $83 million in taxes in return 
if the company built the plant? Would not that be a sounder business 
proposition for the Government than it would be to have the Govern- 
ment build it at a cost of $56 million, with no interest whatever on 
costs during construction? Would not that be a better proposition for 
the Government ? 

Mr. Frenarty. I donot believe it would, sir. 

Mr. Dawson. Why? 
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Mr. Fienarry. First of all, there are many features in the offer 
as now proposed which are not sound business. There are a number 
of 

Mr. Dawson. From the Government’s standpoint. Let’s limit it 
to the Federal Government’s standpoint, as you say in your statement. 
Just tell me why it would not be a better proposition to let the com- 
pany build this powerhouse. 

Mr. Fienarry. I think the Government is in an extremely haz- 
ardous position in this project, in that another project is before this 
committee which could consume a great deal of the power within the 
whole pool. If that project is approved and the pumping capacity 
is put into it, the Government could well find itself in the position of 
having to go out and purchase power from the person it is selling to. 
Purchase it back again. 

Mr. Dawson. You are referring to the San Luis project ? 

Mr. Fienartry. Yes, sir; in order to furnish power. 

Mr. Dawson. I am very much at a loss, as I examine these figures, 
to possibly see, even with the San Luis project we are contemplating, 
that the Government would be in a sounder financial position to build 
these power features themselves than they would be to permit the 
company to build them. 

Mr. Frenarry. If I might state, I believe Mr. Morris would be 
prepared to discuss that w ith you in full. He is a qualified technical 
expert, which I am not. I have merely discussed the matter with 
him. 

Mr. Dawson. I hope I can get some information. 

Mr. Fienarry. I believe he will have it. 

Mr. Dawson. I assume I am correct in my statement that there 
is to be no interest paid to the Government during the course of 
construction of the power features. If the Government constructs 
it, they pay no interest back to the Government for Federal funds 
during construction, as we do on our upper Colorado River project. 

That is all, Mr. Chairman. 

Mr. Asprnatu. The gentleman from California, Mr. Sisk. 

Mr. Sisk. Mr. Fleharty, do you know of any subsidized power 
being sold at present anywhere in this area, what you would consider 
to be subsidized power ? 

Mr. Fienarry. In our area? 

Mr. Sisk. Yes. 

Mr. Fienarry. Government, or private ? 

Mr. Sisk. In other words, is there any power you know of being 
sold by CVP or any portion of CVP at a loss, that is, below cost of 
production ? 

Mr. Fienarry. No, sir. 

Mr. Sisk. Is it not a fact, Mr. Fleharty, that any single project—I 
am taking for example now, Keswick as a single project to produce 
power, or Shasta as a single project, or Folsom as a single project, or 
Nimbus as a single project—where the cost of production, based on 
the amount of firm power available, would skyrocket over what the 
price would be with integration where you had a pool and therefore 
a much larger percentage of firm power? 

Mr. Fuenarry. Yes, sir. 

Mr. Sisk. So that, after all, when we are talking about this 7.3, it 
does not actually mean anything. 
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Mr. Fienarry. That was our contention yesterday when we dis- 
puted the statement. 

Mr. Sisk. Is it not a fact that the Pacific Gas & Electric Co. to- 
day, if they took their last installation and determined the cost of 
production as a single unit, we would be paying 2 or 3 times the 
amount we are at the present paying ? 

Mr. Fienarry. That is correct. 

Mr. Sisk. And that, after all, any power operation, it makes no 
difference whether it be private or whether it be public, requires an 
integration and a pooling in order to increase the percentage of firm 
power, because that is where the profits are to be determined. Is that 
not right ? 

Mr. Fienarry. I believe the Pacific Gas & Electric Co. has always 
used that particular method of procedure. 

Mr. Sisk. Mr. Chairman, I believe that is all. 

Mr. Asprnati. The gentleman from Arizona, Mr. Rhodes. 

Mr. Ruopes. Mr. Mayor, on page 2, you mentioned you are afraid, 
if there is no more Federal power available, that the P. G. & E. will 
overcharge the city. Actually, is it not true that P. G. & E., just 
like any ‘other utility, is regul: ated by the appropriate bodies of the 
State of California and can charge rates only as allowed by those 
bodies ? 

Mr. Fienarry. I do not believe it exactly states that, Mr. Rhodes. 
In fact, I tried not to state the fact that they would char ge excessive 
rates. But they could eventually get the rate structure to such a close 
position it would be extremely hazardous for us to compete. As you 
know, when there is only one system operating in a large area it is 
pretty hard to judge what a good wholesale rate would be. 

Mr. Ruopes. You do not sell power outside of the city limits of 
Redding; do you? 


Mr. Fienarty. No, sir. 

Mr. Ruopes. As a city government, do you not have complete ju- 
risdiction over who sells power in the city of Redding? 

Mr. Fienarry. Yes, sir. 

Mr. Ruopes. So you would not be worried about their competition. 

Mr. Fienartry. Certainly it would not be feasible for us to conduct 
a business as a government to have to sell power if the wholesale rates 
were high enough that it was higher than private industry on the 
outside. 

Mr. Ruopes. Do you actually feel, then, that the State of California 
governing bodies could stand aside and let P. G. & E. do that to the 
city of Redding—r aise the wholesale rate to the point where you 
could not possibly compete with them ? 

Mr. Fienarty. I might say this, Mr. Rhodes: I am firmly con- 
vinced, and our association is convinced, that the primary reason the 
company is so definitely interested in this Trinity project, even before 
the securing of the power, is to keep the public agencies from getting 
that power. 

Mr. Ruopes. Would you care to elaborate on that and tell me why 
you feel that way? Is it just a feeling you have, or do you have some 
reason to feel that way ? 

Mr. Frenarry. I think I have sound reason for that belief. 

Mr. Ruopes. Would you care to tell the committee what your 
reasons are? 
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Mr. Fienarry. The proposition that the company has made to the 
Government has been altered, as you know, several times. I under- 
stand it is being changed again, or has been offered to be changed in 
this hearing. 

Mr. Ruopes. If I may correct you there, as I understand it, the 
thing that has been offered to be ‘changed is the so-called wheeling 
agreement which is now in existence. I do not think there has been 
any other change. If I am wrong, castle can correct me, but I do 
not think there has been any other ¢ hange. 

Mr. Fienarry. On the falling water. 

Mr. Aspinaut. If the gentleman will yield—If that takes place, it 
will take place in the future, and I do not wish to have placed in the 
record at this time what the witness may have some idea is going to 


happen 

Mr. Ruopes. What I am trying to discover, the gentleman stated 
there had been offered during the course of the hearing amendments 
to the agreement. 

Mr. Asprnati. The gentleman’s question is in order. 

Mr. Ruopes. And I did not understand what the offers were. Do 
you care to proceed any further as to why you feel P. G. & E. is trying 
to just take this power so you cannot have it ? 

Mr. Fueuarry. Yes. They have stated in this hearing that the 
cost of power to them is the same as a steam plant at load center, and 
certainly an offsetting factor such as that, and the battle that is going 
on for this particular, I think, small block of power, if you consider 

the San Luis project, there is certainly some other aspect to it. Ac- 
tually, in some discussions with the company we have been told that 
by some lesser officials. 

Mr. ee And you wonder why they want to get this block of 
power if it is going to cost them the same as it would cost them to 
produce pas from a steam plant; is that right? 

Mr. Fieuarry. I listened to Mr. Gerdes’ statement the other day, 
and the fuel-oil factor was in it, and I appreciate that. But I still 
have the feeling that the primary interest in this is to not further 
spread any public power in our area. 

Mr. Tuomson. Will the gentleman yield to me? 

Mr. Ruopes. Yes. 

Mr. Tuomson. Did you hear—and I do not recall his name—the 
vice president of P. G. & E., in testifying, state they were one of the 
largest taxpayers in California ? 

Mr. Fueuarry. Yes. 

Mr. 'TuHomson. And that one advantage to them and to all the 
taxpayers was that if they had to build the steam plant they would 
have to pay taxes just the same as they would pay taxes upon the 
installations they would make to furnish power out of Trinity, but 
the difference would be that the Trinity part would not be taxed, and 
their taxes would have to be high enough to take care of schools, fire 
protection, and other things within the area; that here would be a tax 
advantage to them and all taxpayers of California to have this built 
as a private undertaking which would pay taxes on generators and 
other electrical equipment put on the dam. Did you hear that part 
of the statement / 

Mr. Fieuarry. Those taxes would have to be collected 


from 
throughout the service area of the company by the ratepayers. 


So, 
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in effect, the ratepayers throughout the service area would be sub- 
sidizing Trinity County to some extent. 

Mr. Tuomson. They would be paying taxes on it the same as if 
they had steam plants located all over the State. 

I yield back. 

Mr. Ruopes. Mr. Mayor, one other matter. I wonder if you would 
agree with me that the Trinity Dam was built for the almost complete 
purpose of transporting a million acre-feet of water from the Trinity 
Basin to slow down the Sacramento River. 

Mr. Ruopes. And the production of the power is an adjunct to 
that project, the same as it is an adjunct to many reclamation projects 
which have been built, and which we hope will be built. So that 
actually, when you say that this partnership thing is really a loan to 
P. G. & E. of $150 million or whatever it was at 3 percent are you not 
forgetting the primary purpose of this dam? Are you not forgetting 
the fact it does put a million acre-feet of water over into the other 
valley and it certainly would not have been built if it had not been for 
that purpose? As a power project I submit this is probably as bad a 
project as we have. 

Mr. Frenarry. I have been with this Trinity project since it was 
originally proposed. We worked on it in our area for many years. 
We have always had an understanding that a good portion of the 
power from that project would be tied in with the San Luis project. 
It has always been the understanding. 

Mr. Ruopes. May I respectfully say I do not think you are answer- 
ing my question. I have not brought San Luis in yet. I will later. 

Mr. Fienarry. You said it was primarily a water project, and I 
think the power aspects are important. 

Mr. Ruopres. That may well be. However as you know, we au- 
thorized Trinity without any reference to San Luis, although you are 
correct, as you say that these two projects had been previously 
planned by the Bureau as some sort of sisters or some sort of kissing 
kin anyway. 

I think that is all I have at the present time, Mr. Chairman. I will 
reserve any time I may have remaining. 

Mr. Aspinatu. The Chair recognizes the gentleman from Arizona, 
Mr. Udall. 

Mr. Upaty. Mr. Mayor, I noticed you mentioned in your statement 
the yardstick theory. I just want to ask this question: Based on the 
experience of your community, is the yardstick idea merely a theory 
of some kind hanging in the air, or does it have a practical application, 
and do you feel there are beneficial results that flow from the idea 
of having a plant such as your community has which provides the 
yardstick ? 

Mr. Fienarry. Mr. Udall, as I stated in this presentation, there 
are even variances in the rates charged municipalities by the com- 
pany because of the availability of competition or the possibility of 
competition. So if that threat of competition does have an effect 
on rates, which it has, I think it is a good thing. 

Mr. Upatxi. You feel, on the basis of the experience of your city, 
that it does have an effect? 

Mr. Fienarry. It apparently has an effect. 

Mr. Upauu. In other words, it is just not a theory but something 
that has a very practical application in the situation ? 
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Mr. Fienarry. Yes. 

Mr. Upatu. That is all I have. 

Mr. Asprnatt. The gentleman from Colorado, Mr. Chenoweth. 

Mr. Cuenowern. How m: iny members do you have in the Northern 
California Municipal Electric Association, Mr. Fleharty ¢ 

Mr. Fienarry. Mr. Chenoweth, we have 11 cities. 

Mr. Cuenowern. Eleven cities! 

Mr. Fienarry. Yes, sir. 

Mr. Cnenowern. You state that all of these cities, with the excep- 
tion of Roseville, purchase their power from the Pacific Gas & Elec- 
tric Co.? 

Mr. Fienartry. That is correct. 

Mr. CHenowetH. Where does Roseville get its power ? 

Mr. Fienarry. As the gentleman who was with us yesterday from 
Roseville described—I believe you heard his presentation—when the 
Chudoff committee went to California recently they conducted hear- 
ings on the availability of power from the project, and Roseville had 
been trying for many, many years to get some of this power and they 
were not allowed to get it. 

Mr. Cuenowern. Which power are you talking about ? 

Mr. Firnarry. CVP power from the Keswick project. 

Mr. CHenowetru. Why is Roseville in any different status than the 
rest of the cities? 

Mr. Fienarry. At the current time Roseville had the availability 
of power because they had contract commitments at that time. They 
did not renew the P. G. & E. contract and held out and tried to get 
Federal power. 

Mr. Cuenoweru. Do you purchase all of your power from the 
P. G. & E. Co.? 

Mr. Fienarry. That is correct, sir. 

Mr. CHenowetu. What do you pay for that power? 

Dr. Mirier. Will the gentleman yield when he gets through? 

Mr. CHEeNoweTH. Yes. 

Mr. Fienarry. The current Redding contract calls for 6.05 per 
kilowatt-hour. 

Mr. Cuenowern. The other cities in the association pay about the 
same rate ¢ 

Mr. Fuenarry. They pay 8.75. 

Mr. Cuenowernu. How many of you enjoy this lower rate? 

Mr. Frenarty. Just Redding. 

Mr. Cuenowertu. You are in a preferred position ? 

Mr. Fienarry. Yes, sir. 

Mr. Cupnowetu. Why is that? 

Mr. Fienarry. I believe, sir, it is because of our competitive posi- 
tion and the fact we could have run transmission lines directly from 
the project and applied for CVP power. But the company did offer 
us a rate at that particular time of decision which was almost com- 
petitive with the CVP power rate, and we chose to remain with the 
company at that time. Since that time the rate has been raised and 
th competitive aspect is not the same. 

Mr. CuenowetH. You do not generate any power of your own in 
the city? 

Mr. Frienarry. No, sir. 

Dr. Minter. Will the gentleman yield? 





186 TRINITY POWER FACILITIES 


Mr. CuHenowernu. Yes. 

Dr. Mruter. Did you say there were 11 cities in the area we are 
speaking about and that you are representing ? 

Mr. Fienarty. Yes, sir. 

Dr. Miter. Are those 11 cities in Shasta and Trinity Counties? 

Mr. Fienarty. No, sir. They range from the city of Lompoc 
clear over to Ukiah. 

Dr. Mititer. How many would be in Shasta and Trinity County? 

Mr. Fienarty. Just Redding, sir. 

Dr. Mruter. You are aware of the fact that the supervisors of 
Shasta and Trinity County do not agree with your position ? 

Mr. Fienarty. I am, sir. Also, the Redding Chamber of Com- 
merce and the Central Labor Council do agree with our position. 

Dr. Mitier. But the county supervisors, who are in charge of 
county ee feel your position is not correct. 

May I ask one more question ? 

Mr. Cuenowetnu. Go right ahead, Doctor. 

Dr. Mruuer. I believe the rates of your city as well as the other 
cities are governed somewhat by the utility commission or other agency 
of California, are they not ? 

Mr. Fienarty. Yes, sir. 

Mr. Cuenowetnu. In your statement, Mr. Fleharty, you mentioned 
that some of these cities had systems of their own apparently before 
P.G.& E.camein. Is that right? 

Mr. Frenarry. That is right. I believe the city of Alameda has 
had a municipal system since before the turn of the century. 

Mr. Curenowetn. You mention that before Pacific Gas & Electric 
Co. came along these cities were in the power business. 

Mr. Frenarry. Yes. 

Mr. Cuenowern. Developing their own power and distributing it 
themselves, were they ? 

Mr. Fienarty. Yes. 

Mr. Cuenoweru. What is the impact of P. G. & E. upon this area? 
Do you enjoy a friendly, harmonious, satisfactory relation with 
P. G. & E. in the purchase of power ? 

Mr. Fienarty. We have always tried to serve. We think they 
are fine gentlemen, and we have always enjoyed a good relationship 
with the company. 

Mr. CuenowerH. Do you feel Pacific Gas & Electric Co. has tried 
to be fair and reasonable and give you the best rates they could? 

Mr. Fienarry. I think as a competitive company they would like 
to press their competitive advantage, like any good competitor com- 
pany would. 

Mr. Cuenowetu. What do you mean by “competitive company”? 

Mr. Fienarry. I think the 7 percent that we have and the 93 per- 
cent they have, they would like to make that a little closer to a hun- 
dred percent. 

Mr. Cuenowetn. They want to serve your customers. They would 
like to come into Redding and serve your customers ? 

Mr. Fienarty. I believe so. 

Mr. Cuenowern. Have they ever made any effort todo that? Has 
any approach been made along that line ? 

Mr. Frenarry. No formal proposal, s 
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Mr. CHENowetH. How about these other cities? Has any attempt 
been made by the Pacific Gas & Electric Co. to come in ? 

Mr. Fienarty. I believe P. G. & E. has taken over a great number 
of facilities in the northern California service area, and we have a 
chart with some of those facilities listed which we could present later. 

Mr. Cuenoweru. Do the people vote on the issue before the plants 
are taken over? 

Mr. Fienarrty. Before they sell to Pacific Gas & Electric Co? 

Mr. CuEenowetu. Yes. 

Mr. Fienarty. No. 

Mr. Cuenowetu. They have no opportunity to express their 
opinion ¢ 

Mr. Fienarry. I believe they could through referendums, of 
course, but I believe the city has the power to dispose of them without 
calling for an election. 

Mr. Curnowetu. Are you satisfied with your arrangements now 
with the Pacific Gas & Electric Co. ? 

Mr. Fienarry. I will be until 1960, until the contract expires, and 
then the rates go up under schedule R, which is 8.75 against the 6.05 
we now have. 

Mr. CuEeNowetuH. You say the rate will go up to 8.75? 

Mr. Fienarty. That is right. 

Mr. Cuenowetu. Let’s assume the Federal Government builds the 
power facilities at Trinity. What would your rate be? Would it 
make any difference in your situation ? 

Mr. Fienarry. The current Central Valley power rate is 4.71. As 
[ told Dr. Miller, we certainly do not want to have any subsidized 
power being made available to the city. If, when the Trinity is in- 
tegrated, it 1s the decision of the Department the rate should be raised, 
I think it would still be well below the 8.75 R schedule enjoyed by the 
balance of the cities in our association, which they now pay. 

Mr. Cuenoweru. Would you continue to buy your power from 
the P. G. & E. if the Federal Government built this plant ? 

Mr. FLtenarty. We would apply for power direct from the project. 

Mr. CuenowerH. How far away would you be? 

Mr. Fienarry. Three and one-half miles from Keswick. 

Mr. CuenowetH. Right close. 

Mr. Fueuarry. From some portions of the Keswick project, and 
about 8 miles below a portion of the Trinity project. 

Mr. Cuenowern. You feel you could build a transmission line and 
purchase as a preference customer ? 

Mr. Fienarry. I believe so. 

Mr. Cuenowernu. That is why you prefer Federal construction 
rather than a partnership arrangement ? 

Mr. Fienarty. I believe so, yes. 

Mr. Cuenowern. That is all. Thank you. 

Mr. Asptnati. The gentleman from Oregon, Mr. Ullman. 

Mr. Utiman. Mr. Fleharty, is it your understanding that the Fed- 
eral Trinity River project would be repaid in full to the Federal 
Government with interest under a Federal project ? 

Mr. Fienarry. Yes, sir. 

Mr. Uttman. Power has been an adjunct to reclamation in our 
American law for many years, and we have used that power for cer- 
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tain public purposes, for pumping, and the preference law for pre- 
ferred customers has been well established for many years. Would 
you say that this system of turning the generators over to a private 
utility in a project of this sort, which is basically a reclamation proj- 
ect, would be consistent with our basic reclamation law ¢ 

Mr. Fuienarty. As I have studied the law—and I am not an at- 
torney—reclamation law states that, of course, first of all, the power 
is allocated to pumping; secondly, to Federal and preference agencies; 
and then, third, to other pri vate corporations. 

Mr. Uriman. That is correct. 

Mr. Fienarry. Under that law and different decisions I have re- 
viewed on it, it most certainly would be inconsistent and might have 
some hazards to future projects that were undertaken throughout the 
country. 

Mr. Uttman. Would you say that the private generators at Trin- 
ity would afford the benefits to the users and to the preferred cus- 
tomers and to the farmers for pumping needs that you would get from 
Federal generators at Trinity ? 

Mr. Frenarty. Mr. Ullman, I frankly believe it would be highly 
preferable to have the latter, because of this tie-in with the San Luis 
project, the demands of the Federal agencies currently in Central 
Valley project for power, and the preference commitments currently 
in effect. 

Mr. Uttman. Do you foresee that you have ample water for future 
developments, if they should come, in your part of California? 

Mr. Fieuarry. There is ample water within the State if properly 
distributed. 

Mr. Utiman. Do you hi ave in your particular area other projects 
where you can turn for power ¢ 

Mr. Frenarry. Not in the immediate future. 

Mr. Utiman. Or for further reclamation in your immediate area ? 

Mr. Fienarty. There are other water projects. However, I think 
this committee has expressed in some of its previous hearings that 
we cannot expect any Federal projects in our area in the immediate 
future for some years to come following the Trinity. 

Mr. Utriman. I believe that is all, Mr. Chairman. 

Mr. Asprnati. Thank you very much. 

The Chair recognizes the gentleman from California, Mr. Utt. 

Mr. Urr. I have a few questions. One is, you said your contract 
was a 6-mill contract with the P. G. & E.? 

Mr. Frenarry. Yes, sir. 

Mr. Urr. Which is less than it would cost the Government to pro- 
duce power at the bus bar in Trinity; is that correct? 

Mr. Fienartry. Asa single feature. 

Mr. Urr. Unintegrated. All right. Now will you give me your 
rate schedule to your domestic users in your city per kilowatt-hour? 

Mr. Fienarry. I would have to furnish that to you, sir. 

Mr. Urr. Sir? 

Mr. Frenarry. I would have to furnish that. I do not have it 
with me. 

Mr. Urr. You have no information on that. Can you approxi 
mate it? 
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Mr. Fiemarry. 
which I will do. 

Mr. Urr. Do you have the industrial rate in your city ? 

Mr. Fienarty. No, sir; I do not. 

Mr. Urr. Assuming that you assigned the same rates to the con- 
sumption of the city government business, what would be the annual 
profit on the P. G. & E. contract to the ¢ ity of Redding? 

Mr. Fienarry. Sir, that would take some figuring, and I can fur- 
nish you with the figures. I could not do it at this moment. 

Mr. Urr. Mayor, do you have an idea that you make or lose money 
on the purchase and sale of electricity ¢ 

Mr. Fienarry. At the present moment ? 

Mr. Urr. Yes, sir. 

Mr. Fienarry. We are making money, sir. 

Mr. Urrr. Can you say approximately how much 4 

Mr. Fienarry. With the recent increase in rates, it will be consider- 
ably altered. 

Mr. Urr. Is it a dollar a year that you make? 

Mr. Fuenarry. I would say, based on the current rate schedule, our 
profit would be somewhere in the neighborhood of $100,000. 

Mr. Urr. A year / 

Mr. Fienarry. That does not take into consideration depreciation 
or replacement of facilities. 

Mr. Urr. Does it take into consideration an assignment of an equal 
rate to city use, that is, the city government use—street lighting, 
operation of lights in your city hall? 

Mr. Fienarry. There are charges made for that; yes, sir. 

Mr. Uvr. Is that rate the same as is charged to other industries ? 

Mr. Frenarry. Street lights are charged at the maximum rate, sir, 
maximum industrial rate. 

Mr. Urr. I would like to have those figures for the record, if we 
may. 

Mr. Fienarry. I would be happy to furnish them. 

Mr. Asprnauu. Unless there is an objection, the figures in answer to 
the questions asked by Mr. Utt, will be received and made a part of the 
record at this point in the hearing. 

Mr. Eneir. Mr. Chairman, reserving the right to object. Under 
the rules of the public utilities commission, is the city permitted to 
make a profit on its power operation / 

Mr. Fienarry. Yes. 

Mr. Urr. Will you restate that question ? 

Mr. reas I asked whether or not under the rules of the Public 
Utilities Commission the City of Redding was permitted to make a 
profit on its power operation, and the answer was in the affirmative. 

I withdraw my reservation. 

Mr. Urr. Mr. Chairman, that opens up another question, then, in 
my mind. 

Mr. AsprnaLn. Just a minute. 

Mr. Urr. Sir? 

Mr. Asprnaty. Do you still want your request granted / 

Mr. Urr. Oh, yes. 

Mr. Asprnauy. Unless there is an objection, the request will be 
granted. 


I could not, sir, without submitting it in writing, 
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Hearing none, it is so ordered. 

(The information referred to was not received by the committee.) 

Mr. Urr. Is the city of Redding under the public utilities com- 
mission ? 

Mr. Fienarty. Yes, sir; every agency in California is. 

Mr. Urr. And you file a regular rate schedule with them and have 
to get consent to charge that rate? 

Mr. Fienarty. Yes. 

Mr. Urr. As far as this yardstick business, I am a little confused, 
Is this Federal yardstick referred to by Mayor Nicholson in quotes 
and your reference to a yardstick some different kind of a yardstick 
than we use in standard measure with 36 inches? Explain to me this 

“vardstick,” will you? 

Mr. FLEHARTY. I believe it is a term, sir, that has been used con- 
siderably and fairly widely used among people discussing these par- 
et problems. In our particular instance, it would refer to those 

7 percent who are public power agency customers within the service 
area we have described. 

Mr. Urr. Is it not true that a yardstick is used to measure some- 
thing with? 

Mr. Fienarry. Yes, sir. 

Mr. Urr. If you are going to build a building, a great big building, 
and your architect lays out the plans and he uses the standard scale 
of 1 inch and yards, then do you want to have your contractor use a 
different yardstick which may have had a few inches dropped out of 
it, and build the building for you? 

Mr. Frenarry. I believe I could answer that question, sir, by read- 
ing one sentence of the statement. 

After making due allowances for the tax advantages to municipalities, this 
comparision is entirely valid. 

Mr. Urr. I am getting at the certain inches that are dropped out 
of the Federal yardstick ‘which you say they use, and I say they abuse. 
That is, can you come up with the same building by using a flexible 
yardstick as you would come up with if you used the standard yard- 
stick ? 

Mr. Frenarry. If you subtracted the tax advantage. 

Mr. Urr. And there are other items besides the tax, are there not! 

Mr. Frenarry. I do not recall any. 

Mr. Urr. Profit? 

Mr. Fienarry. Profit based not upon depreciation is considerably 
different than depreciated profit. 

Mr. Urr. I take it you are a businessman in Redding? 

Mr. Fuenarry. Yes, sir. 

Mr. Urr. Or a professional man ? 

Mr. Fitenarty. A businessman. 

Mr. Urr. Then you approve of the profit system ? 

Mr. Fienarry. Yes, sir. 

Mr. Urr. Basically. Second, do you have any investments ? 

Mr. Frenarry. Yes, sir. 

Mr. Urr. Not to be personal, but let’s return to this integration 
theory, and that is with reference to pore only. That is, if you 
owned a building that you had built at $5 a square foot, and you 
owned another building that you had built at $7 a square foot, and 
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they were renting with a nice return, and today you build another 
building that cost you $15 a square foot, would you, as a businessman, 
rent me the last building on an integrated basis, based on the cost of 
our first 2 buildings and the fact that they were making a profit? 
Would you rent it to me at half of the cost because I made the argu- 
ment—well, you are making money off your other two buildings; 
therefore, you should rent me this building on an integrated basis. 

Mr. Fienarrty. Sir, I am a businessman, and the Pacific Gas & 
Electric Co. is one of the most capable business entities in the West. 
They do just that. They are not in the real-estate business; they are 
in the power business. 

Mr. Urr. Would you, as a businessman, rent me that last building 
subsidized out of the first two buildings ? 

Mr. Fienartry. I would not, but I do not believe the case is com- 
parable. 

Mr. Urr. Then, why do we not carry the same theory we have in 
Government, the same theory we have in our own private business? 

Mr. Fienarry. We do, the same as P. G. & E., which is in the power 
business. 

Mr. THomson. Will the gentleman yield ? 

Mr. Urr. Yes. 

Mr. Tuomson. I believe you heard the testimony of P. G. & E. when 
I asked them if the California Public Utilities Commission required 
them to follow the book-value theory in computing their rate of re- 
turn. Since you are not a lawyer, in my meager understanding of 
the law as a lawyer, there are several ways of figuring that. "The 
extremes are to take replacement costs new, which is what you would 
do as a businessman with this comparison of the buildings at different 
costs, because you know when you replace that building you are going 
to have to have that additional amount of money to replace your 
assets. Even on the building that you built back in 1906 for a dollar 
a square foot, and you kept it in repair, and so forth, you would not 
charge a lower rental on that, would you, than you could get? You 
would have to figure that that building had gone up in value because 
of inflation. Is that not correct ? 

Mr. Fienarry. That is right. 

Mr. Tuomson. Yet your California Public Utilities Commission by 
law says to these people that they have got to integrate. If there is 
going to be new capital required to replac e their system later on, the 
stockholders are going to have to furnish that, and “We will only 
allow you to earn on the basis of your book value, your actual cost, 
less your reserve taken for depreci iation.” 

So, the point I would make is that the only reason probably that the 
P. G. & E. does that, or any other utility, because the modern tendency 
is to go to some new theory—replacement cost new or historic value 
of the property, assets useful in the public service—is that the law 
of California requires them to do it. 

Thank you. 

Mr. Firenartry. Might I answer that briefly ? 

Mr. THomson. Yes. 

Mr. Fienarty. I think a close parallel again is the timber business. 
Private industry runs the timber business completely, yet they use 
the principle of integration almost entirely in their operations. 
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Large timber companies use the old price of timber they had years 
back to warrant them buying current timber at high prices and inte- 
grating their stand and selling it at a market price. 

Mr. THomson. That is to meet the competition of foreign timber, 
the competition of plastics, and other things. 

Mr. Fienarry. To meet competition, granted. 

Mr. THomson. Thank you. 

Mr. Urr. One last question, and that is this: If it is your contention 
or your admission that the Federal costs would be somewhere between 
7.3 and 7.8 mills, based on the new assigned figures for power, you will 


agree that deficiency will have to be m: ade up out of the pool. Is that 
right ? 


“Mr. Furwarry. Yes, sir. 

Mr. Urr. And that pool is known as the Central Valley project pool? 

Mr. Frenarry. Yes, sir. 

Mr. Urr. We come down to the case, then, of robbing Peter to pay 
Paul. ; 

Now my question is, Is that good for reclamation in the 17 Western 
States to proceed on that theory ? 

Mr. Fienarty. My answer would be the same as to Dr. Miller: If 
the price of the integrated pool should be raised, then it should be 
raised to us. 

Mr. Urr. How am I going to explain to the taxpayers in my district 
that we are building the Tr inity project and subsidizing it out of money 
that should otherwise go to the development of water resources in Cali- 
fornia on the overall California water plan ? 

I will admit that is my problem and not yours. But my explana- 
tion probably would not be the same as yours, either. 

That is all, Mr. Chairman. 

Mr. Asprnauu. The delegate from Hawaii. 

Mr. Burns. No questions. 

Mr. Asprnatu. The gentleman from Wyoming, Mr. Thomson. 

Mr. Toomson. Mr. M: ayor, I would like at the outset. to say that I 
congratulate you for your forthrightness, and I would expect that from 
people of your area. I spent about a year and a half in that area at 
Medford, Camp White, training to go overseas in World War IT in 
the 91st Division, and fought forest fires in your area, which is very 
similar to many parts of the State it is my honor to represent here in 
Congress. 

I would like to ask you, what is the population combined of these 
cities, if you know or can approximate it for me? 

Mr. Fienarry. About 220,000 people. 

Mr. Tomson. 220,000. What is the present population of Cali- 
fornia? 

Mr. Frenarry. It grows so fast I cannot keep track of it. 

Mr. Tuomson. About 14 million? 

Mr. Fienartry. Yes; 14 million, as of yesterday. 

Mr. Tomson. That is the shape we have been in in Wyoming for 
many years. I understand you to say that later on you expect some 
major projects within your area of California, major Federal projects; 
is that correct ? 

Mr. Fienartry. The Feather River project, first, would be a State 
of California project, and that is the only major project I know con- 
templated in the State at this time. 
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Mr. Tuomson. In connection with that, the testimony here the other 
day was it would require an assist from flood control of something like 
$200 million from the Federal Treasury. 

Mr. Fienarry. That does not make it a State project. 

Mr. Tuomson. Not entirely a State project. 

I would like to ask you—I think it has become important in these 
hearings—as to what is the theory of reclamation. It has been dis- 
cussed with you. 

In the 1902 act, it stated that this reclamation fund will be created 
for the benefit of 16 States—that was before Texas got into the act 
here—for the construction and maintenance of irrigation works, for 
the storage, diversion, and development of waters for reclamation of 
arid and semiarid lands in such States and Territories, and for the 
payment of all other expenditures provided for in this act. 

Do you think that that should be the basic philosophy that we 
should stick to in connection with reclamation, that is, that it is to 
store water primarily for irrigation ? 

Since that time, incidentally, for municipal uses, too. 

Mr. Fienarty. That is correct, sir. 

Mr. TuHomson. Then along comes the power concept. In the 1906 
act is the first mention I find of power, in section 5 of that act, where 
it states: 

Wherever a development of power is necessary for the irrigation of lands 
under any projects undertaken under the said Reclamation Act or an oppor- 
tunity is afforded for the development of power under any project, the Secretary 
of the Interior is authorized to lease for a period not exceeding 10 years, giving 
preference to the municipal purposes, any surplus power or power privileges, 
and the moneys derived from such leases shall be converted into the reclamation 
fund and shall be placed to the credit of the projects from which such power 
is derived, provided that no lease shall be made of such surplus power or power 
privileges as will impair the efficiency of the irrigation project. 

Mr. Fiewarry. Correct. 

Mr. Tuomson. Would you agree with that philosophy ? 

Mr. Fuemarry. Yes, sir. 

Mr. Troomson. So basically, we agree then that, first, comes irriga- 
tion of semiarid and arid lands, storing of water—incidentally also 
for municipal uses when that worked in in subsequent changes—and 
the power revenues should basically go to assist irrigation ? 

Mr. Fienarty. That is correct, sir. 

Mr. THomson. Pursuant to that, the Federal Government has come 
along and preempted many, in fact, most, of the most favorable power 
sites throughout our Nation by withdrawal. Therefore, these have 
been denied to the people who furnish power to the general public 
for power purposes alone. 

Following those basic precepts upon which we agree, I would like 
to ask you here and now one question with regard to the so-called 
savings to the Federal Government. I read from the 1906 act here 
where it said, “No lease shall be made of such surplus power or power 
orivileges as will impair the efficiency of the irrigation project.” I 
oes heard quite a little bit said about these San Luis irrigation costs, 
the pumping costs of lifting the water from one flow to another. 
Would you, as a businessman say that under that act the only power 
that could be sold to a municipal utility, public utility district, or 
private utility; would be that in excess of the requirements of the 
project ? 
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Mr. Fienarry. That is true, sir. 

Mr. Tuomson. Therefore, if the irrigation projects have a first right 
upon this power, that extra cost to the irrigators and to the Govern- 
ment would be removed, if your and my thinking is correct, and is out 
of the picture. 

Mr. Fienarry. Excuse me. 

Mr. Tuomson. I do not require an answer to that question. 

Mr. Urr. Will the gentleman yield? 

Mr. THomson. Yes. 

Mr. Urr. I wanted to give you a chance to correct your testimony, 
Mr. Mayor, if you find it should be in error in this. It has always 
been my understanding that municipal utilities were not regulated 
by the public utilities commission. I happen to be a director of 
both a private utility and also a mutual utility, and we have never 
filed any rate sc +hedules nor have we ever filed any reports with the 
public utilities commission. If you should find that your answer to 
that question is wrong, I think you should have the opportunity of 
correcting it. 

Mr. Firnarty. Based upon your experience, Mr. Utt, I will with- 
draw it at this-time. 

Mr. Urr. Sir? 

Mr. Fienarty. Based upon your experience, I will withdraw it at 
this time because I believe you are probably correct. 

Mr. Urr. Thank you. 

Mr. Tomson. I think very fairly you stated, Mr. Mayor, on pages 
and 3 of your statement, that you were not criticizing the Pacific 
Gas & Electric Co., that what you want, as I understand it, is power 
at the cheapest possible cost to your people, taking into consideration 
the factor that it should not be subsidized power; is that correct? 

Mr. Fienarty. That is correct. 

Mr. Tuomson. I noticed in the statement of your association, Mayor 
Campbell of Roseville, he states that by buying power from the 
Trinity over a period of 13 months, Central V alley power instead of 
P. G. & E. power, he figures they w vould save $75,000. Furthermore, 
he states, if they are permitted to continue this from 1961 to 1980 
they would save over $614 million. Let me ask you first if you agree 
that the only source of revenue from power projects is from the rate- 
payers. Do you agree on that ? 

Mr. Fienarrty. “Yes, sir. 

Mr. Txomson. Then, if we assume that power never becomes avail- 
able to Redding, the city that you represent, and its citizens, from 
Central Valley power, do you think that it is fair that Roseville 
should enjoy an advantage over 19 years of $614 million over the 
people in your community? 

Mr. Fienarrty. I would not object to that if they can negotiate it. 
They are in business the same as we are. If they win and we lose, 
that is the game. 

Mr. THomson. We will come back to that in a minute here. 

On this theory of integrated units which you speak of, I personally 
voted for the Trinity and believe in the Trinity because the purpose of 
it, as I understood it, was to store this necessary water for the State 
of California in general and for irrigation in particular, firm up some 
of this supplemental water supply, and so forth, for which there is a 
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crying need. In checking, it bore out my understanding that Trinity 
in fact does not add to the bank here, that it detracts, that if Trinity 
had never been built as a power project there would be about $160 
million more over a period of 50 years end up in the bank account 
because of the fact Trinity power costs 7.3 mills to generate. Now, if 
Trinity power is being sold for less than cost in this power pool— 
because the primary purpose is to save the water—do you think that 
the ratepayers of the rest. of the State, the 13,800,000 that are not in- 
cluded within municipally owned districts that would preempt all of 
this power out of the Federal Government, should be expected to make 
up the subsidy that would go to the power that is being sold for 4.6 
mills to the municipal districts ? 

Mr. Fienarry. Mr. Thomson, as I stated before, I believe the proj- 
ect should be integrated. I think that is vital to reclamation. I be- 
lieve you will agree it is probably vital in the Colorado. However, as 
I also stated, if the rate is integrated and it is too low, it should be 
raised. 

Mr. Tuomson. We do not have studies available on that, do we? 

Mr. Fienarry. No. 

Mr. THomson. Depending on what it was raised to, there would 
come a point where it would be more advantageous for you to pur- 
chase power otherwise. 


Mr. Fienarry. No, because, of course, the majority of the power is 
in CVP, not in Trinity. 

Mr. THomson. On this question of the difference in costs to your 
city on the P. G. & E. contract, I understand that you are satisfied 
with the P. G. & E. contract that you have today but you are worried 


about 1960, renegotiating it; is that correct ? 

Mr. Frenarry. This contract was signed in 1950. At that time we 
were satisfied with it, of course. It was raised just recently due to 
a fuel-oil increase, which I do not blame the company for—they had 
to raise the rate. That took it out of ratio with the CVP rate at 
present, and in the year 1960 it would go to the schedule now being 
paid by the balance of our association, which is considerably above the 
rate at the present. 

Mr. THomson. You object to the P. G. & E. contract because the 
Government would give them power for 50 years at a firm rate? 

Mr. Frenmarry. Yes, sir. 

Mr. Tomson. Do you think the P. G. & E. should contract to give 
you the power for 50 years or 10 years? 

Mr. Fieuarry. I do not believe so. 

Mr. Tomson. You are familiar with the fact that P. G. & E. has 
offered in these hearings to renegotiate their contract every 10 years 
or whatever time we want to provide. Is that correct? 

Mr. Fuienarry. Yes. 

Mr. Tuomson. Of course, when they give it to us on a 50-year basis, 
they give a guaranteed payout to the Federal Government that will 
assist irrigation, provide more assistance to irrigation, if some of these 
statements made here are correct. You appreciate that if we take it 
on a renegotiation basis, atomic energy, say, or some other source of 
cheaper power comes along, then the rate might go down as well as up. 
You would expect that. Is that correct ? 

Mr. Fienartry. I would not expect it; it could. 
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Mr. Tomson. It could. If we could generate power for less than 
4.6 or 4.8 mills, whatever it is, then they ought to be allowed to get 
that advantage too? 

Mr. Frenarty. The knowledge we have at hand at the present time 
does not indicate we could do that, sir; but it is possible. 

Mr. THomson. But that removes your objection to that part of the 
P. G. & E., proposal as stated in your statement here ? 

Mr. Frenarty. The 50-year provision ? 

Mr. THomson. Yes. 

Mr. Fienarry. If it were removed, yes, sir. 

Mr. Tomson. They also indicated, and it was my understanding, 
as has been pointed out earlier, the purpose of this bill is to provide 
for renegotiation now of the wheeling contract. If it were renego- 
tiated now and it was indicated here it was all right to put a pro- 
vision in the contract it would be renegotiated at periodic intervals, 
that would remove that objection ? 

Mr. Fienarry. I may misunderstand the bill, but as I read the bill, 
it says the negotiations were to be completed when this bill came to 
this body. 

Mr. Tomson. It said on terms no less favorable than the contract 
sent up. 

Mr. Enerr. Will the gentleman yield ? 

Mr. THomson. Yes. 

Mr. Encur. The basic Trinity Act directs the Secretary to nego- 
tiate with a private power company and to come back with the re- 
sults in 18 months. I will be glad to read that to you. According to 
the act, that is it. If they renegotiate in a different form, it does 
make a difference. 

Mr. Tomson. I read the bill as saying this had been presented and 
that the Secretary could enter into a contract on no less favorable 
terms to the Government. It would be amendatory to the contract 
involving the P. G. & E. wheeling agreement, which is a part of the 
letter sent up. 

Mr. Enete. It would be, in effect, a blank check. If they are going 
to renegotiate, I want tosee it. Thelaw says: 

The Secretary is authorized and directed to continue to a conclusion engineer- 
ing studies and negotiations with any non-Federal agency with respect to pro- 
posals to purchase falling water not later than 18 months from the date of enact- 
ment of this act and report results of such negotiations, including the terms of a 
proposed agreement, if any, that may be reached, together with his recommenda- 
tions therein, which agreement shall not become effective until approved by 
Congress. 

They have presented the three agreements. 

Mr. THomson. Yes. 

Mr. Encie. Now they walk in and say, “Sure, these are full of holes. 
So we will redo it.” But that is not what was directed in this original 
act. 

Mr. Tuomson. I do not understand it that way at all, if the gentle- 
man will permit me. It says he will negotiate for terms of the agree- 
ment and report that to Congress. I think he has complied. He has 
completed the negotiations and reported to Congress the terms he has 
arrived at, and the bills have been introduced which say we will au- 
thorize him to enter into the agreement no less favorable than the re- 
port states. If he can get one more favorable, go ahead. 
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Mr. Enetez. No. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. THomson. Yes. 

Mr. Ruopes. I think it is also fairly obvious from the language of 
the act that the committee can practically rewrite the contr ract if it 
wants to, and if it wants to accept it, that is fine. 

Mr. Enate. Of course we can. There is no question about it. But 
it has to be renegotiated, and when it is we sea 2 like to see it. After 
18 months plus a year, they come in here with this proposal, and they 
want to change it : aa bury it in significant particulars. 

Mr. Tuomson. I decline to y ield further. I have two more ques- 
tions to ask of the witness here. 

Under this philosophy, you appreciate that, assuming the infor- 
mation that was reported from the Secretary is correct and Mr. 
Morris is correct—we will have to question him later, because engi- 
neers seem to differ as much as lawyers at times—the effect of the all- 
Federal development of the Trinity is to leave $113 million in the 
bank account to assist irrigation or to assist municipal power users, 
or whatever it is used for ; that it was reported with the joint develop- 
ment and without the San Luis there would be $279 million left im 
the bank account, or a total of $165 million more. 

The benefit of that $165 million would go to the users of the publie 
power, would it not, municip: al utility districts that have a preference, 
like SMUD, Santa Clara, and yourself ? 

Mr. Firnarry. Yes. 

Mr. Tuomson. Further, it is reported there that if San Luis is 
built as an all-Federal project, it would drain that bank account down 
to a little over $391, million because of the assist to irrigation. There- 
fore, if you built one more as big as San Luis, it would be in the red. 
Do you think it is right for these 200,000 people to receive that $165 
million difference, if that proves to be the fact, rather than have it 
go into the bank account to assist water development in the entire 
State of California / 

Mr. FL. EHARTY. Mr. Thomson, you are asking me to take the 
Secretary’s figures, which I cannot take because I have studied Mr. 
Morris’ report and I believe it to be correct. And there is going to 
be a revision of the Secretary’s estimate. So it is impossible for me 
to answer the question at this time. 

Mr. Tomson. Let’s assume that they are correct. If you assume 
the correctness of it, there would be $165 million more in the bank 
account to assist in water development in California. 

Would you expect me, as a Congressman representing the United 
States, to vote for the partnership which would provide that or for 
all-Federal development which would eliminate that? 

Mr. Fienarry. If I could state it this way: If that were the case, 
I would not. 

Mr. THomson. You would expect me to vote for the partnership ? 

Mr. Fienarry. For the partnership. 

Mr. Tromson. Thank you. 

Mr. Fienarry. If that were the case: however, I must repeat the 
facts in the record do not indicate that this is the case. 

Mr. Tuomson. That is all. 

Mr. Asprnatn. The Chair recognizes the gentleman from Florida. 
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Mr. Harry. No questions, thank you. 

Mr. Asprnatt. The gentleman from Nebraska, Mr. Weaver. 

Mr. Weaver. Mr. F leharty, your home county is Shasta County ? 

Mr. Frenarry. That is cor rect. 

Mr. Weaver. It is my understanding that Trinity County, which 
adjoins Shasta County, owns about 90 percent of the land. 

fr. Fienarry. 72 percent, I believe. 

Mr. Weaver. What would be the percentage in Shasta County ? 

Mr. Fienartry. Possibly my Congressman, “who represents our dis- 
trict, would be familiar with that. T believe it is in the neighborhood 
of 40-some percent. Is that not right, Mr. Engle? 

Mr. Weaver. In other words, it would be a large percentage? 

Mr. Fienarty. Yes, sir. 

Mr. Weaver. Would you say that the direct and indirect tax bene- 
fits that would derive from Pacific Gas & Electric Co. through their 
standard operations in your county and in Trinity County would be 
perhaps the largest or one of the largest sources of revenue to those 
counties ? 

Mr. Fienarry. Yes, sir, it is. 

Mr. Weaver. Then would you say, due to that fact, not only the 
present but the potential revenue that might be derived under this 
legislation might have had some bearing or influence upon the deci- 
sions of the county supervisors of Shasta County to favor it? 

Mr. Fienarrty. I believe that statement is entirely correct, sir. 

Mr. Asprnatu. Thank you very much, Mr. Fleharty. 

There were 1 or 2 reservations. Are there any further questions 
of Mr. Fleharty ? 

Mr. Ener. Yes. I reserved my time. 

A question was asked of Mr. Fleharty to name a project where the 
P. G. & E. had integrated a high-cost project with others, and I would 
name one on Kings River which is being built and, as i understand, 
the cost of that power is about 11.5 mills. 

Mr. Fleharty, you are familiar with the fact, are you not, that the 
Trinity River project has a benefit-cost ratio of almost 2 to 1— 
1.86 to 1? 

Mr. Fienarty. Yes, sir. 

Mr. Enere., And was authorized because it makes a major contribu- 
tion and one in which the benefit-cost ratio is exceptionally high. 

I believe Mr. Thomson made a statement with regard to what would 
happen to CVP if Trinity had not been built. 

The situation would be somewhat the same, because under the pres- 
ent reclamation law the Secretary of the Interior does not have the 
authority to raise rates in order to increase profits and he is required 
to set the 1 ‘ate at the lowest possible cost consistent with the sound 
economics of the project. 

Since we have a project with $114 million surplus in it, he just does 
not have the authority under the present law to raise those rates. 

Mr. Ruopes. Will the gentleman yield? 

Mr. Enate. Yes. 

Mr. Ruoprs. Just to ask a question about reclamation law. There 
is no doubt but what it is true what you say about the rates which 
the Secretary must use. Is that true, ‘however, only to irrigators, or 
is it also true to all customers which buy from reclamation projects? 
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In other words, is not the Commissioner authorized, under the present 
law, to set the rates high enough to other customers so that a profit 
can be made, but not to irrige ators? 

Mr. Enatz. No. The power rate has to be at the lowest possible 
rate consistent with the sound economics of the project. ‘Therefore, 
if the rate—for instance, on the Central Valley project I believe the 

rate at the start was 5.1 mills, but they were piling up so much money 

they reduced it to 4.6, and if they throw the Trinity in the pot as an 
integr ated project it still shows with a profit of $114 million without 
raising the rate. 

That is the situation unless we change basic reclamation law. If 
that is desirable—if it is desirable, for instance, to equate the rate 
under reclamation projects with the current commercial rate in the 
area regardless of the economics of the project and continue to build 
up a profit, that, of course, is a policy which should apply to all proj- 
ects and not just to this one. 

Mr. THomson. Will the gentleman yield ? 

Mr. Enete. Yes. 

Mr. THomson. What the gentleman is saying is that if San Luis 
and these other projects come in, they will raise the rate to take care 
of it. 

Mr. Eneore. If they have to. On the other hand, if they continue 
to have a profit in the Central Valley project operation with the rate 
as it is, under present law the Secretary is not authorized to raise it. 

Mr. THomson. I would like to ask one other question of the gentle- 
man. On this Kings River project, is that one P. G. & E. has built? 

Mr. Ener. Yes. 

Mr. Tuomson. Are there incidental benefits under that project as 
far as storing water to firm up water supply on down below, compen- 
sating values, and so forth ¢ 

Mr. Enate. I have no doubt of it, and it is tied in with their steam 
ylant system, as Mr. Gerdes says, and I have no reason to doubt what 
he said. When integrated it is entirely different. 

Mr. Tuomson. Under the Public Utilities Commission, the P. G 
& KE. is required to serve all the customers within their area within 
reasonable bounds. Is that correct ¢ 

Mr. Enewe. That is true. 

Mr. Troomson. Then the Public Utilities Commission turns around 
and fixes rates based on providing a fair rate of return for integrated 
projects. 

Mr. Enete. That is correct; and when they have a high cost project 
they lump it in just as it is done in this instance. 

Mr. THomson. They are required to lump it in under the California 
law / 

Mr. Enaue. I just say that is the way everybody does it. There is 
nothing unusual about it. 

Mr. Asprnatu. Thank you very much, Mr. Fleharty. 

The committee will stand adjourned. 

(Whereupon, at 12 o’clock noon, the committee adjourned, to recon- 
vene at 9:30 a.m., Monday, February 3, 1958.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
W ashington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in the com- 
mittee room, New House Office Building, Hon. Wayne N. Aspinall, 
chairman of the sube ommittee, presiding. 

Mr. Asprnatt. The subcommittee will be in session for the business 
that was regularly scheduled to come before it this morning, and that 
is the further consideration of H. R. 6997 and companion bills. 

We have time during the next 3 days. It is the Chair’s wish that we 
may be able to finish with the hearings on this matter within the next 
3 days. So far the time that has been used is proponents 3 hours and 
5 minutes, the opponents have used 56 minutes. In the questioning of 
the committee the opponents have taken a little bit more time than the 
proponents. That is only natural. That is the way it usually happens. 
Just like when the opponents put on their testimony later on this 
week, the gentlemen to my right will be taking more time more than 
likely than ithe gentlemen to my left. 

It is the Chair’s wish that we have the hearing this morning and 
then we meet at 2:30 this afternoon and endeavor, if possible, to con- 
clude with the presentation of proponents’ testimony. 

This morning we will have testimony from the Secretary of the In- 
terior and from the director of project planing in the area concerned. 

Unless there is an objection, we shall hear the two statements from 
these two gentlemen without questioning them and then we shall ques- 
tion the Secretary by himself, and he can refer to his staff as he wishes 
to, and I am hopeful we may be able to get through with the Secretary 
this morning. His time is taken and we would like to get away from 
here. 

Is there any objection ? 

Dr. Mitier. Reserving the right to object, how long will the state- 
ments take ¢ 

Mr. Aspinatu. The Secretary’s statement will take 35 minutes I 
am advised, and the project planning director’s statement about 10 
minutes which will leave, if we get started here, some place around an 
hour and a quarter for questioning of the Secretary alone. 

Dr. Mixer. Further reserving the right to object, the hour and a 
quarter can be evenly divided. 

Mr. Asprnaty. The Chair is trying to be just as fair as he can. 
Usually when the proponents put their testimony on, as I suggested, 
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the opponents to my left take a little more time. We will try to be 
fair about it. 

Dr. Mitier. So long as the Secretary is here, the committee ought 
to be assured some time. 

Mr. Asprnatu. We are assured the time. If we do not get through 
with the Secretary this morning, more than likely he will have to 
come back this afternoon. 

Dr. Minier. Can we be assured of 30 minutes of the hour and 15 
minutes ? 

Mr. Enere. Mr. Chairman, we have not been particular on the 
time. The other side took about an hour and a half questioning one 
witness, the mayor of Redding. 

Mr. Asprnati. That is correct. The Chair hopes to be as fair as 
he can in the matter. 

Dr. Mitter. I hope the proponents can have 30 minutes of the 
hour and a half. 

Mr. Asprnatn. The Chair will do his best. 

Mr. Sisx. A parliamentary inquiry. 

Mr. Asprnaty. The gentleman will state it. 

Mr. Sisx. It is my understanding that there is no time limitation 
set on questions. 

Mr. Asprnatyi. No, there is no time limitation. There is no time 
limitation on the committee holding the Secretary here. 

The Chair just stated what he w ould like to do. 

Mr. Sisk. With that understanding, I have no objection. 

Mr. Asprnati. Mr. Secretary, we are very glad to welcome you 
here this morning for your first appearance of the year. We have 
seen articles which pleased us very much that we have read in the 
paper about the good work you are doing. We also commend your 
service. 

We welcome you to our committee for such statement as you wish 
to make. 


STATEMENT OF HON. FRED A. SEATON, SECRETARY OF THE 
INTERIOR, ACCOMPANIED BY ELMER F. BENNETT, SOLICITOR 
FOR THE INTERIOR; IVAN P. HEAD, PLANNING DIRECTOR, 
SACRAMENTO REGION, BUREAU OF RECLAMATION; DONALD 
CAMPBELL, DIRECTOR, POWER DIVISION, BUREAU OF RECLAMA- 
TION, WASHINGTON, D. C.; GEORGE ABBOTT, ASSISTANT TO THE 
SECRETARY, DEPARTMENT OF THE INTERIOR; ED WEINBERG, 
ASSISTANT SOLICITOR, DEPARTMENT OF THE INTERIOR 


Secretary Seaton. I am pleased to appear before your committee 
today in support of the legislation embodied in H. R. 6997, H. R. 
7407, and H. R. 10005, which would provide for joint development 
of the waterpower resources of the Trinity River division of the 
Central Valley project, California. 

Objectives and controlling statutes: Three objectives are embraced 
in the pending legislation : 

1. To reduce the capital investment requiring appropriation of 
funds by the Congress ; 
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To increase revenue income to the United States which could be 
available for furthering the development of the water resources of 
the C entral Valley area; and 

3. To secure the most effective assistance to future irrigation de- 
velopment through converting electric power produced by the T rinity 
division from a drag on the “Central V alley project into an asset of 
the project. 

These objectives would be accomplished with full realization of 
the primary purpose of the works of the Trinity division, that of 
making the fullest practicable conservation development of the waters 
involved. You will recall, of course, that the Congress authorized 
construction of the Trinity River division on August 12, 1955, in 
accordance with the project plans and estimates ‘prepared by the 
Sacramento regional office of the Bureau of Reclamation, as ap- 
proved by the Commissioner of Reclamation and the Secretary of 
the Interior. 

That act authorized and directed the Secretary of the Interior 
to continue to a conclusion studies and negotiations with respect to 
purchase of falling water and to report the results of those negotia- 
tions. 

In originally authorizing the Central Valley project in the act of 
August 26, 1937, an act applicable to the Trinity River division as a 
part of that project, the Congress — ified that the generation and 
sale of electric energy was to be a “means of financially aiding and 
assisting such undertakings, aaa in order to permit the full utiliza- 
tion of the works constructed.” 

The legislation which I recommend today is fully in keeping with 
and is a logical outgrowth of that 1937 directive of the Congress. 

Planning and cost revisions: To make possible optimum develop- 
ment of the Trinity division, and consistent with the authority con- 
ferred by the act of August 12, 1955, as amended, certain changes in 
physical scope and feature have been made in the plans presented 
to the committee in its 1955 hearings on that legislation. These 
changes in plans were recommended by engineers of the Bureau of 
Reclamation. 

In broad outline, the modifications accomplish the following as 
compared with the 1955 plan: The present plan would create a new 
water supply of 1,422,000 acre-feet to Central Valley project service 
areas as compared to 1,190,000 acre-feet estimated for the plan of 
development considered at the 1955 hearings. The total installed 
capacity of the Trinity powerplants, on an all-Federal basis, is now 
planned at 369,000 kilowatts. In the previous plan it was 233,000 
kilowatts. 

The details of these modifications are available and will, to what- 
ever extent the committee desires to hear them, be presented by experts 
of the Bureau of Reclamation. 

My July 11, 1957, report on this legislation is before the committee. 
My report and recommendations pursuant to the directive in the act 
of August 12, 1955, are likewise already before the committee in the 
form of my letter to the Speaker of the House of Febr uary 12, 1957, as 
supplemented by our letters of April 15 and June 4, 1957. 

At the time the February 12 report on the joint development pro- 
posal was presented to the Congress the cost of the all-Federal plan 
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was estimated to be $225 million. The bids on Trinity River Dam 
and Clear Creek tunnel had been received shortly before that time. 
From these bids there were indications that costs would rise to some- 
what higher level than that estimate. At the suggestion of the Bureau 
of Reclamation and in order that the Congress might have the benefit 
of the latest available cost data, I authorized the Bureau of Reclama- 
tion to develop revised cost estimates for the Trinity River division. 
These estimates are based on October 1957 prices. 

These latest estimates show the total estimated costs to be $262 
million if constructed as an all-Federal project. This cost includes 
necessary facilities to transmit the power to Tracy and Elverta. The 
costs of the powerplants and transmission facilities, all-Federal, are 
now estimated to be $60 million as compared to $55 million in 1955, 
Deducting these costs leaves a total presently estimated Federal cost 
of $202 million, if joint development is authorized. 

Joint development proposal: I would like now to review briefly the 
joint development proposal. Under the joint proposal the power- 
plants and transmission facilities associated with the Trinity River 
division would be built by the Pacific Gas & Electric Co. The com- 
pany would pay for the use of falling water diverted from the Trinity 
River into Keswick Reservoir. Under the proposed arrangement, the 
power from existing and future Central Valley project hydroelectric 
plants would be integrated with the company’s system for delivery 
to existing and future project pumping plants and to preference 
agencies, as is now the case under contracts executed in 1951. After 
the Bureau has met project requirements and the contract uses of its 
preference customers, the remaining capacity and energy would be 
purchased by the company. 

The more important conditions of the proposed agreements for 
joint development are as follows: 

1. A series of provisions guarantee that release of water through 
the Trinity system would be integrated with water releases from the 
the existing Central Valley features to supply the water requirements 
of the project in the same manner and in the same priorities as would 
be supplied under an all-Federal proposal. Thus, joint development 
would be equally as consistent with the principal purpose of the Trin- 
ity River division, to increase the water supply of the Central Valley 
project, as would all-Federal development. 

The present contract for the sale and interchange of electric 
power and energy between the United States and the company would 
be revised with certain amendments favorable to the project, and 
extended to the full 50-year term of the falling-water sale. The 
extended agreement would provide that the company would firm Cen- 
tral V alley project power generation through the exchange and sale 
of electric power to meet “preference agency requirements up toa 
maximum of 450,000 kilowatts at a price greater than the revenue 
which would be received from the sale of that power, accor ding to the 
costs given by the Bureau’s power technicians. The offer provides 
also for exchange of power for pumping on an off-peak basis which 
will permit more efficient and economical operation of the Central 
Valley project. This provision becomes important when considered 
in connection with the magnitude of the proposed San Luis unit 
pumping load. 
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The existing wheeling contract with the company would likewise 
be extended and revised to give special consideration to transmission 
over company lines of electric power to service the San Luis pumping 
requirements, at a wheeling rate well below the company’s current 
wheeling charge of 1 mill per kilow att-hour. 

The above items, particularly those involving physical operation 
of the Trinity River division for water conser vation, were those 
around which the negotiations leading to the company’s offer of pay- 
ment for falling w ater were centered. 

With these factors determined by the Bureau and the company, the 
company then stated the dollar amount for which it proposed to pur- 
chase the use of falling water. It represents the company’s estimate 
of the value of the f: alling water as measured by the cost of generating 
equivalent power in a modern steam plant in the San Francisco Bay 
area. 

While the computations for payment under the company’s proposal 
are based on variations in head and are somewhat complex, the concept 
itself is a relatively simple one. Basically, what is encompassed is a 
rate of payment per acre-foot based on the fall of water from specified 
heights. Adjustments as those heights increase or decrease must be 
made, since the amount of power that can be generated by a given 
volume of water varies with the distance it falls. 

The legislation before you would authorize me to negotiate this offer 
“on terms and conditions no less favorable to the United States.” I 
can assure the committee that should this legislation be enacted, we 
will agree to a specific figure after the Department of the Interior 
is satisfied that the payment is fully adequate. 

Renegotiation of contracts: This would seem an appropriate point, 
Mr. Chairman, to comment upon the question of the desirability of 
providing in the legislation for periodic renegotiation of the falling- 
water payment on an escalator-clause basis, and for periodic renego- 
tiation of the sale and interchange and wheeling contract rates. 

if the Congress elects to prov ide for periodic review of the falling- 
water payment, I would not object to such review being made by the 
Federal Power Commission. However, I urge that most careful con- 
sideration be given to any proposal that provision be made for re- 
negotiation of the falling-water payment once it has been determined 
upon. To substitute for fixed payments, periodic redeterminations of 
alternative power values would be to substitute uncertainty for cer- 
tainty. On the basis of our analysis, joint development with a fixed 
falling-water payment will result in a substantial increase in surplus 
to the Central Valley project. 

An appreciable portion of the Government’s overall Central Valley 
project costs have already been incurred. The Government’s Trinity 
costs will be incurred over the next few years. Therefore, there is in 
the Government’s overall cost base, against which it must measure its 
payout requirements, a sizable component which will remain rela- 
tively stable. On the other hand, technological advances in the thermo- 
nuclear field, of which we have heard much in recent d: ays, or in other 
fuel fields or through improved nonhydro-plant efficiency, might con- 
ceivably reduce drastically the alternative values upon which the 
falling-water payment is to be based. In these circumstances the 
advantages and the protection that the Government gains from a fixed 
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payment, may well outweigh any advantages to be gained from a 
renegotiation provision. 

As to a requirement for periodic renegotiation of the sale and inter- 
change and wheeling contract rates, we would have no objection if 
suitable language could be worked out. However, I wish to point 
out that the sale and interchange contract already provides a mecha- 
nism whereby the Government may at any time change the rates it 
charges. Moreover, the Bureau of Reclamation regards both the 
special wheeling rate which would be provided for San Luis and the 
general one- -mill rate, now that Sacramento Municipal Utility District 
load is no longer involved in wheeling, as favorable from the Govern- 
ment’s point of view. We could not recommend any provision for 
third-party determination or arbitration of these two contracts as they 
involve project operations and financial requirements for which this 
Department is responsible. 

February 1957 financial analysis: In my report of February 12 
1957, as revised by my letter of June 4, 1957, on the basis of the cost 
estimates then available, the financial effects of joint development 
Ww one evaluated as follows: 

. The capital investment by the United States in the Trinity di- 
vision was estimated to decrease by 555,500,000. 

2. The Central Valley project surplus i in the y 3 year 2013 would have 
been increased by $165 million. Even if the San Luis unit is con- 
structed as part of the Central Valley project, this increase in project 
surplus would have been $124 million. 

The increased cost of power to preference customers would have 
been $115,002,000 over the 50-year period, $149,940,000 with the San 
Luis unit added; and 

As stated previously, the company’s offer prescribes estimated 
annual average payments of $4,617,000 over a 50-year period, or an 
estimated gross of $230,850,000. 

Since my February 12, 1957, report, two factors have changed which 
alter the financial picture. A rise in construction-cost indexes has 

caused an increase in the estimated project costs, and the Pacific Gas 

& Electric Co. has been granted a rate increase by the California Pub- 
lic Utilities Commission. To reflect the changes in these factors, as 
I have already stated, a completely new financial analysis has been 
prepared. 

In this new analysis we have assumed that the powerplant construc- 
tion would be completed at ” end of fiscal year 1965 and the power- 
plants operated initially in fiscal 1966 rather than in fiscal 1964 as 
previously scheduled. This would appear to result in a more favor- 
able scheduling for repayment purposes. Also, it is more consistent 
with current Federal budgetary requirements than the earlier projec- 
tion. 

Current financial analysis: The principal effects of joint develop- 
ment based on the results of this new analysis, and applying the 
$4,617,000 as the average annual falling-water payment, are as 
~ 

The demand for Federal appropriations necessary to finance the 
Trinity division would be reduced by $60 million. This compares 
with $55 million estimated in the previous analysis. 
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Excluding interest during construction, the Central Valley proj- 
ect Sileeien if “Trinity power facilities are built by the Federal Gov- 
ernment, at the end of the payout period would be $113,244,000 as 
compared with $113,858,000 in the previous analysis. With joint 
development the project surplus increases from $279,600,000 as pre- 
viously reported to $288,768,000 under present conditions. The dif- 
ference in project surplus between all-Federal and joint development 
increases from $165,742,000 to $175,524, 000. With the San Luis unit 
added to the Central Valley project the difference in surplus between 
all-Federal and joint development increases from $124 million to 
$140 million at the end of year 2017. Firm power rates for all Cen- 
tral Valley project power would have to be increased 20 percent to 
make available the same project surpluses under all-Federal develop- 
ment as under joint development. 

The power service to preference customers remains unchanged 
from that presented in my February 12, 1957, report. Under an 
all-Federal development of the Trinity River division the Central 
Valley project could support a preference customer load of 650,000 
kilowatts. Under joint development the project would service a 
preference customer load of 400,000 kilowatts or a difference of 
250,000 kilowatts. 

The estimated additional cost of alternative power needed by pref- 
erence customers over the 50-year period, taking the recent P. G. & 
E. rate increase into account, would be $139,128,000 as compared 
with $115,002,000 as previously re ported. Of the current estimate. 
the cost of Federal agencies would be $35,832,000 and to other prefer- 
ence customers $103,296,000. 

With San Luis added, a preference agency load of 470,000 kilo- 
watts would be served under an all-Federal development, while under 
joint development only the Sacramento Municipal Utility District, 
290,000 kilowatts, and other relatively minor loads would be served. 
The increased cost to preference customers would be $176,100,000 as 
compared with $149,940,000 previously estimated. Of the $176,100,- 
000 the cost to Federal agencies would be $106.920.000 and to other 
preference customers, $69,180,000. These figures assume, of course, 
no increase in the present Central Valley project power rate struc- 
ture. 

Even if we deduct these increased Federal agency costs from the 
net project financial advantage under joint development that net 
financial advantage to the United States still amounts to $140 million 
without San Luis. With San Luis, it amounts to $33 million, and 
of course under joint development these latter figures would be aug- 
mented by Federal tax revenues not in the picture under all-Federal 
development. 

(4) Based on the new cost allocation, the annual amount required 
to amortize the portion of the joint-use facilities allocated to power 
in 50 years at 3 percent interest—as required by Reclamation law— 
and to pay an allocable share of the operation, maintenance and re- 
placement costs under joint development of the Trinity River division 
1s $4,448,000, as compared with the figure of $3,853,000 under the 
prior Bureau cost estimate. Thus the company’s offer of $4,617,000 
continues to meet that standard. 
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In past authorizations, interest during construction has not been 
applied to any unit of the Central V alley project. If the committee 
desires our technical experts to present the cost figures reflecting 
application of interest during construction of this unit they are pre- 
pared to do so. 

RECAPTURE OF POWER FACILITIES 


The project surplus figures given for joint development are subject 
to one other consideration. Under all-Federal development at the end 
of the 50-year period, the Government would, of course, remain the 
owner of the power facilities. Under joint development, the power 
facilities at the end of the 50-year su iod remain the property of the 
company, subject, however, to the Government’s right of recapture. 
Therefore, to make the surplus figures under Federal and non-Fed- 
eral development fully comparable, the cost to the Government of 
recapture should be subtracted from the project surplus figures given 
for joint development. 

I have noted the proposal contained in the testimony of Mr. Gerdes 
that a limit of $10 million be placed upon recapture costs including 
severance charges. I am glad to have this proposal as our engineers 
had estimated recently that it might run to the neighborhood “of $20 
million based upon average depreciation periods utilized by the utility 
industry as a whole as reported by the Federal Power Commission. 
We are pleased to have the company’s offer to place a ceiling on re- 

capture costs. 

I stated in my February report that it was my view that the Fed- 

ral Government should have the most favorable opportunity possible 
* exercise its option to take over and operate Trinity power facilities 
at the end of the contract period. In my opinion, the provisions of 
the proposed legislation, particularly with a $10 million limit in- 
cluded, will accomplish that end. 

These then are the principal results of the recent up-to-date analysis 
of the Trinity River division and of the proposed purchase of falling 
water by the Pacific Gas & Electric Co. The table attached to my 
statement will facilitate comparison of these results with those pre- 
sented previously to the Congress. 

These changes in the financial evaluation of the company’s offer 
have not caused me to alter my recommendation that the legislation 
now before you be enacted. 

The recommendations I have made in my appearance today reflect 
the conclusions I reached in response to the statutory duty imposed on 
me by legislation developed by this committee and its Senate counter- 
part as embodied in the act of August 12, 1955. 

In summary, I want to stress five points. 

(1) Irrigation development will be as well provided for under the 
proposed joint development as under all-Federal development. 

My first concern was to make certain the irrigation development of 
the Central Valley project—which is its essential purpose—would not 
be adversely affected by joint development of the Trinity division. 
The report of the Commissioner of Reclamation states that water re- 
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leases would be made in the same manner and in the same priorities 
as under an all-Federal development. 

(2) Power in the Trinity project should assist and can be used to 
assist multipurpose water development rather than to become a drag 
on that, development. 

In evaluating the joint development proposal and its effects on pref- 
erence customers, one should not ignore the tax revenues to the Fed- 
eral Government, to the State of California, to local municipalities 
and school districts. Nor should one fail to take into account the re- 
lative surplus accumulations in comparing the results under the two 
alternatives. Without San Luis the estimated surplus under joint 
development is $175 million greater than under the Federal develop- 
ment and with San Luis included $140 million greater than under 
Federal development. This surplus can be m: ide an effective aid to 
water development in this region. 

On the other hand, if power produced at Trinity will cost more 
than 7 mills—and there appears to be no disagreement with that 
figure, in fact, the cost may well exceed 8 mills, and if it is sold at less 
than 5 mills as would be the case under all-Federal development, 
this power does not become an assistance to irrigation. 

Reference has been made to contemplated sale of Trinity power, if 
federally produced, at a uniform pooled rate with power from the 
other Federal installations. 

A plan of sale from an all-Federal development at a pooled rate is 
undoubtedly acceptable operating procedure, but in diluting the loss 
represented by the differential of more than 7-mill cost and 5-mill 
pooled sale price the only result is to make the loss less obvious. 
If ratepayers do not absorb this loss, the Central Valley project in its 
entirety will. There is no alchemy in this pooled rate which can or 
will transform a loss into a gain. 

For this reason, then, one basic fact must be recognized : power to be 
produced at Trinity, whether through all-Federal or through joint 
development, cannot be “low-cost” power. The conclusions set forth 
from the Bureau’s financial analyses amply demonstrate that the 
sum of the Central Valley project whoie is ne than the sum of the 
project parts if you add the Trinity power facilities through all- 
Federal development. 

The recommendations I have made equate into a solution which 
converts from a liability to an asset the drain, the drag, and the dollar 
demand that all-Federal Trinity power development would have on 
the Central Valley project. 

(3) The gain from tax revenues to the Federal Government that 
joint development will bring about must be added to the project 
surplus in evaluating the so- called losses to Federal agencies by reason 
of increased power costs. 

The financial facts demonstrate conclusively that the Government is 
money ahead under joint development even considering the so-called 
losses to Federal power agencies by reason of increased power costs. 
The increase in Federal income tax revenues under joint development 
is estimated to be $83 million over the 50-year period. This is more 
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than double the estimated increased power costs to Federal agencies 
($35.8 million) if San Luis is not added to the project, even without 
taking into account the increase in project surplus. 

With San Luis included, the Federal income tax revenues together 
with the increase in project surplus come to $223 million. This is 
more than double the $106 million increase in Federal agency power 
costs. 

As a general proposition, the local and State tax revenues lost 
under Federal development would not aJone lead me to favor joint 
development in preference to Federal development. Nevertheless, 
any appraisal of the weight to be assigned to non-Federal power costs 
under joint development should include as an offset the munic ipal 
and State tax revenues that would be foregone under Federal 
development. 

(4) Joint development results in a reduction of $60 million in the 
required Federal appropriation for the project. 

Representing the Federal Government I have deemed it to be my 
duty, particularly under existing budgetary requirements, to conserve 
Federal funds when this can be done consistent with power plans for 
development. It is the current budgetary situation which compels me 
to observe that $60 million less for the Tr inity division may well mean 
$60 million more for acceleration of other projects. 

Joint development then, would reduce the capital investment neces- 
sary to accomplish the primary purpose—irrigation—of the Trinity 
division. In addition, joint development will produce income whie sh 
can be used as further assistance to reclamation. 

In closing, I would like to make it clear that my recommendations 
are not based upon any broad generalizations concerning Federal, 
public, or private power. The people in the Trinity service area were 
invited to participate through their own public agencies when the 
Bureau of Reclamation sought prospective bidders for purchase of the 
energy of falling water. I would have welcomed joint de velopment 
proposals from the capable, well-managed public power bodies in 
California, but none were forthcoming. 

My evalu: — has been directed to the specific conditions prevailing 
in the matter before me, development of the water-power resources of 
the Trinity division. It seems clear to me that the public interest of 
all the people of California and the Nation would be better served if 
this resource were developed so as to contribute generously to the 

‘ause of reclamation and sound fiscal planning. Joint development 
would achieve those objectives. 

If the committee pleases at this point, I would like to ask Mr. Pat 
Head, Director of Project Planning in the regional offive of the Bureau 
of Reclamation at Sacramento, to bring you up to date on the proposed 
joint Trinity development and then my associates and I will be glad to 
answer any questions the committee may care to put on this subjec t. 

Mr. Asprnatu. As I understand it, you would like to have included 
as part of your statement the indexes attached to the back ? 

Secretary Seaton. Yes, sir; that is correct. 

Mr. Asprnau. Unless there is objection, the request will be granted. 

Hearing no objection, it is granted. 

(The document follows :) 
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Item Feb. 12, 1957, | Current anal- 
analysis ysis 
Total estimated cost, Trinity River division_- $225, 000, 000 $262, 000, 000 


60, 000, 000 
109, 895, 000 


Estimated cost of power facilities_ 3 ‘ ; 55, 500, 000 
Allocation of cost of joint-use facilities to power _ 94, 693, 000 
Earned Central Valley project surpluses: 
All-Federal without San Luis 
Joint development without San Luis-- 


113, 858, 000 
1 279, 260, 000 


113, 244, 000 
1 288, 767, 000 
Difference 1 165, 402, 000 1 175, 523, 000 
67, 195, 000 
1 207, 124, 000 


All-Federal with San Luis 
Joint development with San Luis-_-- 


: ~ 39, 381, 000 
1 163, 877, 000 


1 124, 496, 000 ! 139, 929, 000 


Difference 


Additional power cost to preference customers under joint development: 
Without San Luis_- 
Non-Federal preference ; oo 


2 115, 002, 000 





35, 832, 000 
~2149,940,000 | 176, 100, 000 
69, 180, 000 


Federal preference 


|. 

With San Luis ‘ 4 

Non-Federal preference_. cs: 
|- a 


Federal preference , 106, 920, 000 
Annual payment required to amortize in 50 years cost of joint-use facilities | 

allocated to power: 
At 3 percent without interest during construction..............------ 


Average annual payment under P. G. & E. offer___........-.---_- -| 


3, 853, 000 
4, 617, 000 


4, 448, 000 
4, 617, 000 


1 Subject to reduction by recapture costs in event of recapture of Trinity power facilities by United States. 
3 These are revised figures which were presented by letter of June 4, 1957, to Congress, 


Mr. Asprnatu. At this time we will listen to Mr. Pat Head in a 
short presentation bringing us up to date on what is involved in 
the Trinity proposal. He is in charge of the project planning division 
at Sacramento. 

Mr. Heap. I think first I will give you a background on the pres- 
ent project and what we are adding Trinity to. 

The original project which the Bureau of Reclamation entered 
into in 1935, with reauthorization in 1937, included Shasta Dam and 
Reservoir, Keswick Dam and Reservoir—the Shasta and Keswick 
Dams appear at the top of the map—the Tracy pumping plant, the 
Friant Dam, the Millerton Lake, the Friant-Kern and Madera canals, 
and also the Contra Costa canal. 

In 1949 there was an addition made to the project—Folsom Dam 
and Reservoir, Nimbus Dam and Reservoir, the power plants associ- 
ated with those two, and a small project, the Sly Park unit. 

The Sacramento Valley canals and Trinity I am going to take up 
separately because they come in together into the Trinity part of the 
project. 

First, let me try to give you a bird’s eye view of how this project 
actually operates. 

Mr. Asprnatyt. Do not go into too much detail. 
has been through this a lot of times. 

Mr. Heap. All right. 

Mr. Aspinatu. You stay with the specific differences. 

Mr. Heap. Would you like to have me stop there ? 

Mr. Asprnatu. Yes. 

Mr. Heap. If you will pardon me just a minute, then I will get the 
Trinity map and get into details. 


This committee 
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Mr. Asprnauu. Please identify that map and then testify from the 
map. 

Mr. Heap. This is a map prepared by the Bureau of Reclamation 
entitled “Central Valley Project, Trinity River Division,” prepared 
on August 13, 1956, and it has a slight revision made to it recently 
to encompass the C ow Creek development. 

When the Bureau and the Department were before your commit- 
tee in 1955 for the reauthorization of the Trinity River Division, the 
plan considered at that time included a 214 million acre-foot reservoir 
at Trinity, the Lewiston division dam, about 45,000 acre-feet capacity, 
a 45,000- foot tunnel to Clear Creek, another tunnel about the same 
distance to Keswick Reservoir. 

The powerplant at Trinity Reservoir had installed capacity of 
90,000 kilowatts. The Clear Creek tunnel had a hydraulic capacity 
of 1,700 second-feet, with 14.6-foot diameter, with a powerplant of 
66,000 kilowatts at this point here [indicating] on Clear Creek at 
the Tower House site. The other tunnel the same capacity, both 
hydraulic and physical, with a powerplant at Mytheson site of 75,000 
kilowatts capacity. 

In addition, we planned a small powerplant at the Lewiston Dam 
site of 2,000 kilowatts installed capacity. 

The plan on which the analysis was made prior to the Secretary’s 
report of February 12, and the present plan—our reanalysis was 
made only because of increased costs—included the 214 million acre- 
foot reservoir at the Trinity site, only this site is downstream about a 
mile and a half from the former site considered. The installed ca- 
pacity of the powerplant is 96,000 kilowatts. 

The Lewiston Diversion Dam, because of moving the Trinity Dam 
site downstream and by excavation of the tailrace, has been lowered 
about 30-some feet making the reservoir content about 14,500 acre- 
feet. 

One addition has been made since the analysis was made for the 
February 12 report. A fish hatchery has now been determined neces- 
sary at the Lewiston site. That requires a 50-second foot continuous 
release through the Lewiston Dam, which makes a Lewiston power- 
plant uneconomical at this time. The powerplant at Lewiston was 
not considered either in the February 12 report or now as being eco- 
nomically feasible at this time. 

The new alinement of the tunnel from Lewiston Dam to Clear 
Creek is in this alinement here [indicating], a length of about 11 
miles, with a hydraulic capacity of 3,200 second-feet and a diameter 
of 17 feet 6 inches. The powerplant at the end of this tunnel is now 
planned for installation of 130,000 kilowatts. 

The next change in the plan over the 1955 report, still the same as 
reported for the February 12 report, is the Whiskeytown Dam and 
Reservoir of about 250,000 acre-feet on Clear Creek. This dam will 
have minimum outlet facilities installed for possible and potential 
future irrigation in southwestern Shasta County. The tunnel from 
Whiskeytown to Keswick is called the Spring Creek tunnel and will 
have a hydraulic capacity of 3,600 second-feet, with a physical di- 
ameter of 18 feet 6 feet. The installed capacity of the powerplant 
on Keswick Reservoir is now planned for 148,000 kilowatts. 
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To repeat, this plan is exactly the same plan that was used in the 
February 12 analysis with the exception of the addition of the fish 
hatchery at the Lewiston site. 

As to the accomplishments of the project under this plan as opposed 
to the plan under which the project was authorized, the additional 
water made available to the Central Valley project in the 1955 report 
was estimated to be 1,190,000 acre-feet. 

This plan now gives an accomplishment by the Trinity division of 
1,422,000 acre-feet additional yield to the Central Valley project. I 
will go into details if the committee desires. 

The difference in this plan over that 1955 plan as far as accom- 
plishment is concerned is that the average annual generation is raised 
to 1,167 million kilowatt-hours annually. 

There has been one additional feature added to this project which 
had not been firmed up when the February 12 report was submitted. 
It had been taken into consideration in the analyses, however. As 
you will recall, the authorization provided for a conduit from Sacra- 
mento River to Cow Creek. We have now firmed that plan up, and 
we plan to have a 300-foot lift into a pressure conduit system extend- 
ing over to Cow Creek. As to the water requirements of the area 
we estimate that 23,000 acre-feet will adequately take care of the irri- 
gation ene in the area in addition to the ground water avail- 
able to the 

Mr. Seitena: Does that finish your statement ? 

Mr. Heap. Yes. 

Mr. Asrrnatu. Thank you very much. If you will sit down at the 
table, the committee will begin the questioning. 

I have just one question myself to ask, and I do not care who 
answers it. 

Am I to understand that this increased capacity for the storage of 
water, that is, from 1,190,000 acre-feet annually to 1,420,000 acre- 
feet annually, and the increased power installation, from 233,000 kilo- 
watts to 369,000 kilowatts, has not added to the cost of this project 
as it was authorized in 1955? In other words, that all of the addi- 
tions in the cost of this project to which reference has been made have 
come because of advanced price for the materials and the labor used ? 

Mr. Heap. That is correct, Mr. Chairman. The estimated con- 
struction cost in the February 12 report, this same plan I reported 
on, included in our revised analysis, was $225 million. The increased 
costs come about by increased construction costs. 

Mr. Asprnatu. The Chair recognizes the gentleman from Cali- 
fornia, Mr. Engle. 

Mr. Enete. Before we get off that point, why is it that the Glen 
Canyon costs were under the estimates and the Trinity costs were 
over ? 

Mr. Heap. I cannot answer that, Mr. Chairman. I do not know. 

Mr. Enotes. The Glen Canyon costs were substantially under, were 
they not? 

Mr. Heap. Substantially under. 

Mr. Enetr. What percentage of the Trinity project has been put 
up for bid? 

Mr. Heap. The two major bids have been Trinity Dam and the 
Clear Creek tunnel. 
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Mr. Eneie. What percentage is that ? 

Mr. Heap. Pardon me. I do not understand. 

Mr. Eneitz. What percentage of the total construction costs would 
that amount to? 

What I am thinking of, you may come along and get lower bids 
later on and equate the thing out. That could happen, could it not? 

Mr. Heap. It certainly could, especially those two large features— 
Whiskeytown Dam and Spring Creek tunnel. 

Mr. Enetz. What I am driving at is that the increased cost of some 
$30 million is based upon two bids, and if the Glen Canyon precedent 
holds future bids would be less. Is that not right, later on? 

Mr. Heap. This estimated increased cost is based, as far as Trinity 
Dam and the Clear Creek tunnel are concerned, on the actual bids. 
Those actual bids are reflected in those increased costs. The increased 
costs on the other features are brought about by indexing on October 
1957 prices peculiar to that area, 

Mr. Enete. I want to get into that a little later, but I know the 
Secretary wants to try to get away today, so I will defer from going 
into it any further now. The point is that it is pretty difficult to 
project the increases, with the precedent on Glen Canyon what it is. 

Mr. Secretary, in the authorizing act, it was stated: 

That the Secretary is authorized and directed to continue to a conclusion the 
engineering studies and negotiations of any non-Federal agency with respect 


to proposals to purchase falling water and, not later than 18 months from the 
date of enactment of this Act— 


Parenthetically I may say that was 214 years ago— 


report the results of such negotiations, including the terms of a proposed 
agreement, if any, that may be reached, together with his recommendations 
thereon, which agreement, if any, shall not become effective until approved by 


Congress. 

Mr. Secretary, what I want to ask you is this: You sent up three 
proposed contracts which appear in House Document 94. Those 
are negotiated agreements and there are 3 of them, 1 for falling 
water, 1 for exchange, and 1 for wheeling. I would like to ask you 
whether or not it is your intention to execute those agreements if 
this bill is passed. 

I call your attention to the fact that the specific agreement is before 
this committee and is not effective until approved by Congress. What 
I am asking you is whether you would execute those agreements if 
this bill is passed. 

Secretary Seaton. Mr. Chairman, I tried to make plain in my 
statement that, if this legislation referred to in the beginning of 
that statement, meets with the favor of the Congress, we would con- 
sider that as the floor from which to operate, We would take another 
look at these proposed agreements, and under no circumstances would 
we settle for anything less than is involved in there. 

I think I covered that in this language: 

The legislation before you would authorize me to negotiate this offer on terms 
and conditions no less favorable to the United States. 


And then I say: 


I can assure the committee that should this legislation be enacted we will 
agreed to a specific figure only after the Department of the Interior is satisfied 
that the payment is fully adequate. 


—_ eh wa 
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Mr. Enetx. Am I correct in assuming, then, that the agreements 
presently before the committee will not be the agreements which will 
be executed, it will be something else? 

Secretary Seaton. Mr. Engle, that is looking into a crystal ball, 
but I would say in major detail these probably would be. But if 
there are any avenues which we can explore that would result in 
coming up with an even more favorable contract to the Federal Gov- 
ernment, of course, we would make every effort to explore those 
avenues. 

What we have said is this is the minimum. Now, if we can go 
from the minimum up to something approaching the maximum, of 
course, we would consider that both our duty and our responsibility. 

Mr. Enetx. Of course, that is not what the Congress said. The 
Congress said it wanted to look at the agreement. That is in the 
act. ‘These are not, therefore, final agreements. 

Secretary Seaton. Mr. Engle, I would not want to quarrel with 
you about semantics, but, as I understood it as a layman, the Congress 
directed me to come before it with my recommendation. That is what 
I have tried to do. 

Mr. Eneir. What the act said was that the proposed agreement, 
if any, would be submitted together with the recommendations thereon, 
which agreement, if any, shall not become effective until approved 
by Congress. 

We have the three proposed contracts before us, and what I am 
trying to find out is what you are going to sign. As I understand it 
from your statement, you want a blank check to renegotiate these 
agreements. 

Secretary Seaton. No, Mr. Engle, that is not the case. I might 
point out that I cannot imagine this committee or any other com- 
mittee of the Congress directing me to sign any contracts with any- 
body which are less favorable than the contract we submit. What we 
have said to this committee is that these are the contracts, and these 
are the minimums, and certainly you are not implying we should not 
get even better conditions for the Federal Government if we are able 
to get them, are you ? 

Mr. Enate. Providing we can agree on what is better. That is the 
point. 

Secretary Seaton. I would be perfectly willing to work with this 
committee or any other committee to determine what is better, to 
get that definition. 

Mr. Encir. Do you not think those agreements, when finally ar- 
rived at, ought to be submitted to the Congress? Because there is 
creat disagreement about what the benefits are. 

Secretary Seaton. Speaking as the Secretary of the Interior, I 
would have absolutely no objection to sending any new contracts up 
to the Congress, on this subject or any other subjec t. 

Mr. Ener. Let me call your attention to your statement on page 7, 
in which you state that the annual amounts required to amortize the 
joint use facilities allocated to power in 50 years at 3 percent interest, 
as required by reclamation law and to pay the share of the opera- 
tion, maintenance and replacement costs under joint development is 
54,448,000 as compared to the figure of $3,853,000 under the prior 
Bureau estimate and that therefore the company’s offer of $4.6 mil- 
lion continues to meet this standard. 
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As a matter of fact, reclamation law requires a 40-year payout 
which the Department has stretched to put in another 10 years. Is 
that not right? 

Secretary Seaton. Mr. Bennett points out to me that, yes, there is 
a change here to 50 years, but that is consistent with the period of 
time of licensing under the Federal Power Commission. If my 
mathematics are correct, it actually costs the company, if ¢ contract 

s finally signed, more this way than it does the other way. I do not see 
how the Federal Government can be hurt. 

Mr. Ener. My figures say it would require nearly $5 million an- 
nual payment by the Pacific Gas & Electric Co. if this entire « capital 
investment was retired over the 40-year period in reclamation law. 
In other words, as I view it, if we are going to stay within the lan- 
guage of reclamation law, which calls for a 40-year payout—it would 
require } you to increase by negotiation with the Pacific Gas & Electric 
Co. their annual payment up to nearly $5 million. Is that correct ? 

Secretary Seaton. If you do not mind, sir, I would like to ask Mr. 
Bennett to answer that question. He is the Solicitor of the De- 
partment. 

Mr. Bennett. The additional costs might be in that neighborhood 
on an annual payment basis, but the total amount paid to the United 
States by the company would be greater over a 50-year period be- 

cause they would have to pay that much more interest. 

I might add, Mr. Engle, that section 9 (c) of the Reclamation 
Project Act of 1939, which deals with this 3 percent interest charge, 
ieth not set forth the period of years in which the project shall pay 
out. It sets forth a limit of 40 years on the term of contracts for the 
sale of power by the Government. As a matter of fact, all of our 
payout studies, Mr. Engle, are now being made on projects generally, 
except where Congress has specified a longer term, on a 50-year 
payout. 

Mr. Enerr. To make comparable figures it would be necessary to 
show what the annual payment would necessarily be to pay out in 
40 years. I submit the statement on page 7 is incorrect because under 
reclamation law the figure would be $5 million annually. 

Secretary Seaton. May I comment? 

Mr. ENGie. Yes. 

Secretary Seaton. To begin with, the payout study on the Central 
Valley project whic h has been made by the Bureau of Reclamation 
on almost an annual basis for a number of years is on a 50-year basis. 
I hate to think what the power rate charged our preferenc e customers 
would have to be if the payout requirements on the Central Valley 
project were based on 40 years. If we had to raise that much more 
revenue the effect on the Central Valley power rates would be quite 
substantial. 

Mr. Enere. The reclamation law does not require that but it does 
require a payout in 40 years. That is why my attention was attracted, 
Mr. Secretary, to your statement on page 4, which you just read, and 
which indicates you are satisfied that the payment is fully adequate. 
Now, are you satisfied that the payment is fully adequate or are you 
going to get it up to around $5 million where it ought to be? This 
would ch: ange the basic authorization on the Trinity. 

Secretary Seaton. Mr. Engle, leaving completely out of account 
the dispute about 40 or 50 years, I would consider it absolutely in- 
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cumbent upon me to get the very best contract with the Pacific Gas 
& Electric Co. I could get. And if this Congress directs us to go 
ahead with this scene out there, I would make every effort to 
increase the amount from the presently 'stipulated figure of $4,617,000 
on upward, That would be legitimately and ethically made. I cer- 
tainly would have no objection. to getting more for the Federal Gov- 
ernment rather than less. 

Mr. Enate. I know but, as I say, that would be the blank check. 
Would you have any objection to this Congress 

Secretary Seaton. I do not say it isa blank check when we guaran- 
tee it shall be no less and we shall try to make it more. 

Mr. Ener. But we would like to look at it because there is doubt 
about. where the benefits are. I intend to get to those in a minute. 

Would you object to going back and negotiating with the Pacific 
Gas & Electric Co. again in light of these new circumstances and pre- 
senting this committee with your contracts so we can see what they 
are ¢ 

Secretary Seaton. Mr. Engle, we think this minimum we have pre- 
sented justifies us in this proposal. Now, if we went back at any time 
and atte mpte «d to renegotiate again without getting not only the sense 
of the Congress but the direction of the Congress, I submit to you 
that quite some time has elapsed since we sent these reports to the 
Congress. I am not critical of that. It is just a demonstration of 
the machinery of this Government that it has to move slowly and care- 
fully. You might even encounter all sorts of delays if we went clear 
back to the beginning all over again. We are prepared to support 
the $4,617,000 figure as a very good deal for the Government of the 
United States. What we are saying is that if we can increase that 
amount in the final negotiations, we would be glad to do so. 

Mr. Enate. If you think the proposal is good enough now I assume 
you will not pursue those negotiations with any great aggressiveness. 

Secretary Seaton. I suppose, Mr. Engle, that becomes a dispute 
between you and me as to what my intentions are. 

Mr. Enerr. That is what I am asking you. I asked if you intended 
to execute these contracts. 

Secretary Seaton. I do not think I ever executed any contracts 
between the Government and an outside entity but to get the very best 
terms for the Government I can within the terms of legality and 
decent treatment. 

Mr. Encie. What troubles me, Mr. Secretary, is you say this is a 
good contract but, if authorized, you will renegotiate it. 

Secretary Searon. And try to get a better contract. 

Mr. Enere. Let us take the Comptroller General’s report. The 
Comptroller General criticizes two of these contracts that are ex- 
tended for a period of 50 years in his last report and he had criticized 
those in three previous reports. 

As I read your statement, you just do not see any sense in renego- 
tiating those firming and wheeling contracts, is that right, although 
the P. G. & E. came up here and a to do it? 

Secretary Seaton. Mr. Engle, I did not mean to imply I did not see 
any sense in it. I just cautioned the committee of some of the equities 
that would be involved in a renegotiation of the contract. Since you 
have mentioned the GAO report, sir, I should like to have permission 
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to put this statement in the record, if I may. And then we have peo- 
ple here who are prepared to comment on it more extensively than 
lam. 

Mr. Enatz. Are you prepared to say at this time that the Comp- 
troller General is wrong ? 

Secretary SEaTon. Tam prepared to say this, sir, and if you will 
permit me, I shall proceed to say it, bearing in mind that I am not a 
technician on this subject and I w ould like to point out that we would 
like to have the committee permit certain people who are to go into 
the specifics of it. 

I would like to say, first, that I assume that the criticisms that have 
been made—and I do not object to the right of people to make the 
criticisms regarding this contract—are not intended as reflections 
upon the integrity of the career employees of the Bureau of Reclama- 
tion who negotiated and recommended the original contract in 1951 
and the amendment of 1955. 

Now, as I understand the record of these contracts, our differences 
with the General Accounting Office are not new. In December 
of 1956, the General Accounting Office filed with the Congress a 
report making essentially the same criticisms as are made in the report 
it filed in December of 1957. The subject matter out of which the 
GAO comments arise necessarily involve complex and technical con- 
cepts of hydroelectric power system planning operation. 

As I have said, sir, we have here appropriate members of our staff 
who are prepared and willing to answer the GAO comments fully if 
it is the committee’s desire to hear them. 

We are also prepared to present to this committee any written for- 
mal complete answer to the various GAO criticisms. 

For my part, if you please, sir, I would like to make some brief 
general observations. 

I am informed that the criticisms of the GAO report are applicable 
fundamentally to the original 1951 contract. They did not originate 
with the 1955 contract which the General Accounting Office criti- 
cisms regard merely as extending the situation which they found un- 
desirable in their opinion. 

Without getting into the technical details, the contracts with the 
Pacific Gas & Electric Co. appear to be good contracts and favorable 
to the Government. 

The General Accounting Office auditors’ criticisms seemed to be 
based upon a fund: imental mise onception of the nature of the power 
supply made available by the Government to P. G. & E. and the serv- 
ices rendered iis P.G.& E. Now, certainly, I do not want to appear 
critical of the General Accounting Office auditors. Theirs is a 
difficult job and this is a complex subject . However, we do believe 
that the auditors have arrived at conclusions they did because they 
have not had an adequate opportunity to obtain an understanding of 
the concept of dependable capacity as it applies to Central Valley 
project. 

And I repeat, sir, we have men here who would be glad to testify 
on that point. 

Mr. Engle, we are prepared either to go into a full discussion now 
or to file a statement and have our people discuss it with the staff of 
this committee, whichever is the pleasure of this committee. 
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Mr. Eneiz. What I want to find out is whether or not you oppose 
across the board the recommendations made by the Comptroller 
General. 

As I read your statement, you reject those. 

He criticizes the two contracts here that would be extended for 50 
years without substantial change. This bill says that should be done. 
That would be done if the bill was enacted. P. G. & E. got on the 
witness stand, and I said: “All right. What have you got to say 
about the Comptroller General’s report?” They said “We will be 
glad to renegotiate these wheeling : and firming ¢ ontracts.” 

Now, are you willing to renegotiate ? 

Secretary SeaTon. Certainly, Mr. Engle. I certainly had no in- 
tention of using language that rejected any negotiations if we can 
get something better for the Federal Government. 

What I was trying to do, and perhaps I chose poor language to do 
it, was specifically to point out some of the pitfalls to the Government 
which would be involved in renegotiation. 

I think that what I said was this: as to a requirement for periodic 
renegotiation of the sale and interchange in wheeling contract rates 
we—that means the Department of the Interior, speaking for the 
executive branch of the Government only—would have no objection 
if suitable language could be worked out. However, I wish to point 
out that the sale and interchange contract already provides the 
mechanism whereby the Government may at any time change the rates 
it charges. 

Moreover, the Bureau of Reclamation regards both the special 
wheeling rate which would be provided for San Luis and the general 
!-mill rate, now that the Sacramento Munic ipal Utility District load 
is no longer involved in wheeling, as favorable from the Government’s 
point of view. 

I did not necessarily say it was the best; it is favorable. That is 
what I tried to say 

Mr. Enoate. I get the impression you believe the Comptroller Gen- 
eral is all wrong ‘and, therefore, his criticism of these contracts which 
would be extended for 50 years should not be given any weight by the 
committee. 

Secretary Seaton. Mr. Engle, I am a layman, not a lawyer, but it 
is my impression we can get out of those contracts whenever we wish 
to do so. 

Mr. Eneve. That is not my understanding, Mr. Secretary, and if 
I read this legislation correctly, it extends them for 50 years. The 
Comptroller General s: ays they are sour; you come along and say they 
are good. 

We have three contracts here now. We have a contract for falling 
water. 

You say the costs of the project have gone up. I say O. K.; let’s see 
if that is reflected in the price paid for falling water. You say in 
your statement you would be willing to renegoti: ate that. I would like 
to see what is renegotiated before we approve it. You say these other 
two contracts look all right to you. 

What I am trying to find out is whether or not you are going to 
rehash this whole case if this bill is passed on some basis unknown to 
the Congress. 


20717—58 15 
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Secretary Seaton. I certainly cannot subscribe to your latter 
conclusion, although I think you ee every right to make it. 

All we are trying to point out is that the contract was origin: ally 
signed in 1951 and if attack is to be made on the 1955 portion you have 
to make an attack on the 1951 portion, and I am quite clear in my own 
mind we can get out of the contract whenever we think it serves the 
purpose of the : Federal Government. 

Again, I am not a lawyer but I am not aware of any damages in- 
volved. 

I should like, with your permission, to ask Mr. Bennett, the Solicitor 
for the Department, to comment on that point. 

Mr. Enete. I think we have gone as far as we need on that. 

What I am trying to find out is whether or not you are going to 
sign the contracts before the committee, and if not, what you are—— 

Mr. Rogers. Will the gentlemen yield / 

Mr. Enete. Yes. 

Mr. Rocrers. What would be your position with regard to an amend- 
ment in this particular act regarding any terms and rates requiring 
that the contract be resubmitted to this committee and the Congress 
to approve them ? 

Secretary Seaton. Mr. Rogers, we would have absolutely no ee - 
tion. We would welcome the consideration and help in that respect 

After all, it is the people’s business. We are dealing here with some- 
thing that belongs to the people. 

Mr. Rogers. Thank you. 

Mr. Enete. I have before me a list of 19 separate acts which spell 
out the general reclamation policy, Mr. Secretary: First, that power 
from Federal installations should be sold at the lowest rate possible 
consistent with project repayment; and second, that preference should 
be given to Federal installations and public agencies. 

Now, the acceptance of the basic policy changes which you have ad- 
vocated in your statement would be a complet e nullification, would it 
not, of that 50-year-old reclamation policy ? 

Secretary Seaton. Let me see what I said, Mr. Engle. 

Mr. THomson. Will the gentleman yield while the Secretary is 
looking for it ? 

Mr. Enews. Yes. 

Mr. TuHomson. Would the gentleman be kind enough to cite the 
act which he is specifically referring to when he brings up some policy 
like this? 

Mr. Enotr. Yes; I will. In just a few minutes I want to quote 
from some of them because they are very plenteous. 

What I am driving at, Mr. Secretary, is that I think this commit- 
tee ought to know what it is doing, that is, if it is changing the basic 
directives of reclamation policy on low cost public power and prefer- 
ence that have existed for 50 years. I want to know if you recommend 
that that be done. 

Secretary Seaton. Mr. Engle, I do not think you can take any one 
piece of this and set it aside with no relation whatsoever to the rest 

of it. We have the question of the cost of the power from Trinity as 
compared to the cost of power from the rest of the Central V alley 
project. That has to be taken into consideration. 

As T pointed out in the conclusion of my statement, we gave every 
opportunity to public bodies in your State, sir, to come forward and 
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participate with us in these negotiations. Evidently they have rea- 
sons of their own why they did not wish to accept that invitation. 

I further said that it seems that the public interest—and that would 
be the overall public interest—of all the people of California and the 
Nation would be better served if this project were developed so as to 
contribute generously to the cause of reclamation and sound fiscal 
planning. bow, 

Joint development would achieve those objectives. 

If you have all Federal construction of these generating facilities 
you put this extra burden on the Central Valley project, then we are 
taking away instead of adding to the virtues of the Central Valley 
project. As Secretary of the Interior, I have to consider that. 

Mr. Enexr. Right on that point 

Secretary Seaton. I want to say again, sir, the Congress directed 
me to come up with these proposals and we just did the best we could 
for the overall good of everybody involved—in this case people of 
your State. 

Mr. Enerr. As I understand your position, you are advocating 
charging a power rate equal to the highest plant cost. 

What I would like to know is whether or not you are willing to apply 
that formula to the Southwest Power Administration, Southeast 
Power Administration, the Missouri Valley Basin, the Columbia 
Basin, and to the Upper Colorado Basin projects ? 

Secretary Sraton. Mr. Engle, I tried to make it crystal clear in this 
statement of mine, and it is crystal clear in my mind as we deal with 
this problem, that we are treating this as a separate and distinct sub- 
ject. I said I was making no broad generalizations concerning public 
or private power in any other part of the countr y, indeed in the State 
of California. 

Mr. Eneir. You put the shoe on our foot but not on anybody else. 

Secretary Sraron. This is a very unusual situation where you have 
a project involved in Trinity which is costly instead of’ actually 
adding to the increment of the project. 

It has further been called to my attention, in your reference to the 
reclamation law of some 50 years, that the basic act back in 1906, I 
think, says, any sale of electric power or lease of power privileges 
made by the Secretary in connection with the operation of any project 
or division of a project shall be for such periods, and so on, and at such 
rates as, in his judgment shall produce power revenues, and so on. 
That is basic in the law. 

Mr. Encrie. May I complete the quote? It says: 








The Secretary of Interior is authorized to lease for the period of not exceeding 
10 years, giving preference to municipal customers on any surplus power or 
power privileges. 

It seems to me that these—— 

Secretary Seaton. Mr. Engle, did we not cover that when we cir- 
culated all of the public power agencies in the State of California ? 

Mr. Enaix. I do not believe so. I do not believe so. The Federal 
(rovernment is authorized to build these powerhouses. 

Secretary Searon. Sir, we cannot force them into a contract with 
us, 
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Mr. Eneote. Here is what Secretary McKay says, referring to the 


se to the disposition of power from Federal projects. He 
sal 


The Secretary is directed— 
and he spoke of the 1939 reclamation law— 


to dispose of such power and energy in such manner as to encourage the most 
widespread use thereof at the lowest possible rate to consumers consistent with 
sound business principles. 


He went on: 


I am determined that the Department of the Interior shall sell its electric power 
at rates which are as low as possible but which do not violate sound business 
principles. In cases where the Department makes contracts with private utili- 
ties a clause will be included to safeguard the interests of customers of these 
utilities. 

Are you reversing Mr. McKay’s policy in that particular? 

Secretary Savon. I think Mr. McKay was making reference to 
the Flood Control Act, was he not, sir, rather than the reclamation 
law ? 

Mr. Ener. He was making reference in the first quote to the 1939 
act. 

Secretary Seaton. May I counsel with my attorney? There seems 
to be some difference of opinion over that. 

Mr. Benner. That is a paraphrase of the Flood Control Act of 
1944. It is a paraphrase of the Flood Control Act of 1944. It isa 
statement of policy and if you read it again it says clauses would be 
inserted in contracts with private utilities for the purpose of pro- 
tecting the customers of the private utilities. That is what it says, 

Mr. Enate. Is there any provision in these contracts that pursue 
the need to the ultimate consumer? The Flood Control Act of 1944 
provides that— 
electric energy developed at a Department of the Army installation shall be 
delivered to the Secretary of Interior who shall transmit and dispose of such 
power and energy in such manner as to encourage the most widespread use 
thereof at the lowest possible rate to consumers consistent with sound business 
principles. Preference in the sale of such power and energy shall be given to 
such public bodies and cooperatives. 

The policy you advocate here is the reverse of the low-cost power 
principle and of the principle of preference customers, is it not? 

Secretary Seaton. Mr. Engle, in the first place, I do not think any- 
body disputes the fact that this is not low-cost power we are talking 
about. It will cost in excess of 7 mills and there is good reason to 
suspect it will cost in excess of 8 mills as compared to your 4 mills 
approximately. And in the second place, sir—I do not want to labor 
the point—I was directed by the Congress to come up with this pro- 
posal. If there is any criticism of the basis behind the proposal, 
sir, you will have to direct it at the Congress. I was not even Secre- 
tary of the Interior when the Congress gave these directions. I 
simply followed out a dictate of this body. 

Whether I have done a good job or not may be debatable, sir, I will 
admit, but I just followed your direction. 

Mr. Enaie. Yes, but we did not direct you to recommend it. I do 
not want to labor the point, but do you think you can apply this kind 
of principle to the Trinity River ste t and not have it applied in 
every other reclamation area in the N vation where appropriate ? 
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Secretary Seaton. I certainly think as a broad generalization that is 
true, yes, sir, it is applied to the Trinity River Division. Because 
I honestly believe it is the best arrangement for the good of the people 
served by the Central Valley project. You would have to assume the 
same conditions and the same circumstances and the same cost factors 
that you would apply anyplace else. 

I repeat again, sir, as I have said in my statement and as I have 
said subsequently to this committee, that we have considered this pro- 
posal as a proposal all by itself at the direction of the Congress and I 
am making no effort here nor shall I make ¢ any effort to apply this 
across the board for all reclamation projects in this country unless at 
such time one of those projects falls in the same category. 

Mr. EpmMonpson. Will the gentleman yield ? 

Mr. Enaie. Let me ask you a question about one project fairly close 
to mind in this committee. The power on Glen Canyon will be pro- 
duced for 4% mills and Flaming Gorge about 6, although marginal. 
Power on Curecanti will cost 8 mills. Will you apply the same prin- 
ciple there / 

Secretary Seaton. I cannot answer that question until we finally 
get around to building Curecanti and that we cannot do under the 
present circumstances as we are involved in building the other two. 

Mr. Ener. As I understand, a package rate is used in the Upper 
Colorado project—6 mills. Is it not true that a package rate is cael 
in the Columbia Valley and Southwest Power and elsewhere where 
the Department markets the power ? 

Secretary Seaton. I think, Mr. Engle, you would agree that the 
spread is nowhere close to the spread we unfortunately have—and I 
say “unfortunately” advisedly—in this Trinity power division, be- 
vause it is perfectly apparent that Trinity is a drag on the whole 
project. 

Mr. Tomson. Will the gentleman yield to me there ¢ 

Mr. Enouir. Let me just go ahead a minute and then I will yield. 

As I understand it, your support of this proposal is on the basis it 
will bring the Federal Government in more money. Why do you not 

aise the rates in the Central Valley project nine-tenths of a mill 
which your communication says will equate the surplus and raises 
the rates. You have the power to do it; do you not? 

Secretary Seaton. Well, Mr. Engle, if this committee and Congress 
want me to direct that overall rate of Central Valley be raised instead 
of taking this proposition, 1 will have not had any choice. 

Dr. Mitter. Will the gentleman yield? 

Mr. Eneatr. In just a moment. 

Secretary Seaton. That would have the practical effect of increas- 
ing the costs for everybody else in the Central Valley project. 

Dr. Miuter. Will the gentleman yield ? 

Mr. Enexe. I will in just a moment. 

But the fact of the matter is that under present reclamation law, 
you cannot raise the rate: is that not right ¢ 

Secretary Seaton. I do not think that is good business, sir, to those 
people. I do not think we are taking care of their equities when we 
do it. 

I repeat, if you W ish to order me to do it, I shall have no choice 
but to do so. 
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Dr. Mitrer. Advocate raising the rates of Central Valley project 
nine-tenths of amill. Is that his proposition ? 

Mr. Enete. Now, before this show is over, I may just offer to do 
that and apply the same formula to all reclamation projects in the 
Nation. We can live with it in California, but I know some other 
people who cannot. 

Dr. Mitter. Will the gentleman yield for a parliamentary inquiry? 

Mr. Enate. Yes. 

Dr. Miniter. The gentleman has now used 42 minutes. Will the 
gentlemen on the right of the committee, Mr. Chairman, have an op- 
portunity to question the Secretary before we close at 12 o’clock? 

Mr. Asprnatu. The gentleman from California has the time. 

The Chair stated his wish in the matter when we began. It hap- 
pens we are proceeding in accordance with our rules. 

Dr. Miruer. The gentleman raised the question as to the division of 
time and it would be hoped we could have at least 40 percent of the 
time. 

Mr. Enere. The gentleman gets very edgy about the time, but my 
recollection is the mayor of Redding sat here for an hour and a half 
under examination from the gentlemen on the other side, to which 
I raised no objection, whatsoever. 

This is an important witness, and the questions involved in this 
legislation are vital and go to the very basis of reclamation policy in 
this Nation. 

What I am trying to find out is whether or not Mr. Seaton, the 
present Secretary of the Interior, wants to reverse all of his predeces- 
sors and put in a wholly new concept of reclamation law? 

Secretary Seaton. Mr. Engle, I would like to reply to that. The 
answer is in the negative. Of course, I have no such intention. 

Mr. Enaue. I am afraid that will be the inevitable result of it. 

Mr. Tuomson. Will the gentleman yield? 

Mr. Encte. Yes. 

Mr. Tuomson. With regard to this proposition, I think what is 
good for me should be good for the other fellow, and what is good for 
the other fellow I should apply to myself. I cannot speak for the 
upper basin or the Colorado River, but I will say, speaking for my- 
self, I conceive reclamation to be to conserve water. That is the 
purpose of reclamation. If we, in order to utilize our water in the 
upper Colorado area, have to have Curecanti Dam, I will say here and 
now, if it costs 8 mills to generate that power and if somebody offers 
an otherwise satisfactory partnership proposal which will make more 
money available for reclamation, I am for it. 

Mr. Asprnatu. Let’s follow the regular procedure. 

Mr. Ruopes. Will the gentleman yield for one question ? 

Mr. Enatr. Yes. 

Mr. Ruopes. Getting back to this 50-year and 40-year business, am 
I correct in assuming that the Pacific Gas & Electric Co. begins under 
your proposition to pay back the first year that the water is falling 
over the dam and that there is power on the line? 

Secretary Seaton. That is my understanding; yes. 

Mr. Ruopes. That is correct. In other words, there is no develop- 
ment period during which the P. G. & E. does not pay any cost to the 
Government ? 
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Secretary Seaton. Congressman Rhodes, no; there is no develop- 
ment period as such. To make it perfectly plain, there might be some 
period of time elapse before we got the head up to the point where it 
would officially manufacture power, but that would be, 1 guess you 
would call it, a mechanical thing rather than a legalistic or statutory 
thing. 

Mr. Ruopes. Of course, in every project I know anything about, you 
have this 10-year development period under which no costs are re- 
turned to the Federal Government by the irrigators. 

Secretary Seaton. That is right. 

Mr. Ruopes. So 10 plus 40 actually adds up to 50, does it not ? 

Secretary Seaton. Yes, sir. 

Mr. Ruopes. Do you not have about the same situation here, except 
under your concept, instead of having a 10-year period where there is 
no repayment, the repayment begins the first year / 

Secretary Seaton. I think that is stating it pretty accurately. 

Mr. Enere. In response to the request of the gentleman from Wyo- 
ming, I ask unanimous consent to insert in the record in connection 
with my questions the 19 specific acts that I referred to in which the 
low-cost power principle and the preference clause have been re- 
peatedly enacted by Congress and approved by all preceding admin- 
istrations, including the preference clause. 

Mr. Asprnauu. Is there any objection to the request ? 

Hearing none, it isso ordered. 

(The information follows :) 


From 1906 through 1957, the Federal Government has stated, restated, and 
reiterated the principle that public agencies should have first opportunity to 
obtain power available from resource development built with taxpayers’ dollars. 
This preference is stated in the very act authorizing construction of the Trinity 
project by the Federal Government. It has been enacted into law on 19 separate 
occasions. A listing of these preference laws follows: 

1. 34 Stat. 117 (1906), as amended, 48 U.S. C., sec. 522 (1952). 

2. Raker Act of December 19, 1913, c. 4, sec. 6, 38 Stat. 245. 

3. Federal Power Act, sec. 7, 41 Stat. 1067 (1920), as amended, 16 U. 8S. C 
sec. SOO (a) (1952) 

4. 42 Stat. 847 (1922), 43 U. S. C., sec. 598 (1952) (Salt River project). 

5. Boulder Canyon Project Act, sec. 5, 45 Stat. 1060 (1928), 48 U. S. C., sec. 
617d (1952). 

6. Tennessee Valley Authority Act of 1933, sec. 10, 48 Stat. 64, as amended, 16 
U.S. C. 831i (1952). 

7. Rural Electrification Act of 1936, sec. 4, 49 Stat. 1365, as amended, 7 
U. 8. C., see. 904 (Supp. IV, 1957). 

8. Bonneville Project Act, sec. 4, 50 Stat. 733 (1987), as amended, 16 U. 8. C., 
sec, 832e (1952). 

9. Fort Peck Project Act, sec. 4, 52 Stat. 405 (1988), 16 U. S. C., see. 833e 
(1952). 

10. Reclamation Project Act of 1939, see. 9 (c), 53 Stat. 1194, 48 U. 8S. C 
sec. 485h (1952). 

11. Water Conservation and Utilization Act of 1940, sec. 9, 54 Stat. 1124 
16 U.S. C., see. 590z-7T (1952). 

Flood Control Act of 1944, see. 5, 58 Stat. 890,16 U. S. C 
River and Harbor Act of 1945, c. 19, sec. 2,59 Stat. 22. 
Act of July 31, 1950, c. 510, sec. 2, 64 Stat. 382 (Eklutna project). 

Act of June 18, 1954, ec. 310, sec. 1, 68 Stat. 255 (Falcon Dam). 

Atomic Energy Act of 1954, secs. 44, 182 (¢), 68 Stat. 929, 954, as amended, 
42 U. S. C., sees. 2064, 2232 (c) (Supp. IV, 1957). 

17. Trinity River Division Act of August 12, 1955, c. S872, sec. 4, 69 Stat. 720. 

18. Small Reclamation Projects Act of 1956, sec. 5 (f), 70 Stat. 1046, as 
amended, 48 U.S. C., sec. 422e (Supp. IV, 1957). 

19. Niagara River Hydroelectric Power Project Act, Public Law 85-159, 85th 
Congress, lst session, sec. 1 (b) (1) (August 21, 1957). 
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Mr. Enete. Would you not agree, Mr. Seaton, that whenever you 
sell the falling water and the power from a great public-power project 
like the Trinity at prevailing commercial rates throughout the area, 
whatever that may be, that you have thereby destroyed the basis of 
the low-cost power principle enunciated in the law and the low-cost 
preference clause which gives preference to public bodies and the Fed- 
eral Government ? 

Secretary Seaton. No, Mr. Engle; I disagree with you violently. 
In the first place, we are not dealing here with low-cost power. The 
estimates we have—and nobody has quarreled with those—is that this 
power may cost as much as 8.9 mills. That is the first thing. 

I repeat again, if we force through the all-Federal operation of 
this, we simply place a drag on the entire Central Valley project. Now, 
Iam sorry that is so, Mr. E Sngle, but my wishes in the matter, my being 
sorry or happy cannot vitiate the facts, and those are the facts. 

Mr. Encie. Why have you not raised the rates then 

Secretary Szaton. I repeat, if that is the sense of the committee and 
the direction of the Congress, we will certainly raise it. 

Mr. Enete. Why should you rely on us? 

Secretary Seaton. It never occurred to me the proper solution of 
the problem was to raise the rates on everybody else. 

Mr. Ener. Why not raise the rates to make it a business propo- 
sition ? 

Secretary Seaton. If you mean raise the rates to preference cus- 
tomers, sir, I did not think that was what this committee wanted me 
to do. I have not been informed of any preference customers that 
wanted the rates raised on them. 

Mr. Encie. Of course, they do not. But if you say this power is 
such a drain on the Central Valley project which creates a surplus 
with Trinity of $113 million and you wanted it to be $165 million 
more, why have you not increased the rates ? 

Secretary Szaron. I think, Mr. Engle, you are using some old fig- 
ures; are you not, sir? 

Mr. Encore. The figures have changed three times. 

Secretary Seaton. I would say this, too, sir: I would do everything 
I could ethically to keep from having to raise the rates on those 
preference customers, and the negotiation and signing of these con- 
tracts is a sure guaranty we do not have to raise the rates on the 
preference customers. 

Mr. Enete. Is it not a fact—— 

Secretary Seaton. I think we ought to be able to sell power as 
cheaply as we possibly can to preferenc e customers. That is what 
I thought was the principle embodied in the law, not to make it. as 
expensive as possible. 

(Several members asked Mr. Engle to yield.) 

Mr. Enate. I will yield the floor in 1 minute. 

Mr. Secretary, if the San Luis project is built, which you also 
recommend, is it not true you are going to have to drop all preference 
customers, including Federal agencies, except SMUD, and you can’t 
meet that contract without purcha: ing additional power ? 

Secretary Sraton. Mr. Bennett tells me that in the long run, in 
answer to your question, we would have to drop the preference cus- 
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tomers unless we wished to use some of this surplus to make up the 
differential. 

Mr. Enoie. You would have to buy back the power from the Pacific 
Gas & Electric Co. ? 

Secretary Seaton. I cannot see how it is germane to this thing. 

Mr. Enewe. I am concerned about your solicitude for preference 
customers, and they are all going to be out the window. 

Secretary Sraron. I have that solicitude, Mr. Engle, and I submit 
it is a very proper one. 

Mr. Ena te. I yield the floor, Mr. Chairman, and reserve the balance 
of my time. 

Mr. Asprnauy. The Chair recognizes the gentleman from Nebraska, 
Dr. Miller. 

Mr. Dawson. Will the gentleman yield to me for a question ? 

Dr. Mitier. Yes. 

Mr. Dawson. Mr. Secretary, in your statement you made this re- 
mark, and I quote: 

In past authorizations, interest during construction has not been applied to 
any unit of the Central Valley project. 

It is my understanding if the Trinity power facilities were con- 
structed on an all-Federal basis that interest during construction 
would not be charged. Can one of your technical people or you 
tell us what would happen to the surplus under an all-Federal con- 
struction if interest during the construction period is charged ? 

Mr. Bennerr. I can give you an answer to that, Mr. Dawson, and 
then if you want more detail, Mr. Head is here. 

If you added interest during construction for Trinity alone it 
would cut the sur plus Mr. E ngle was talking about under all-Federal 
from $113 million in half, to approximately $56 million. If you 
applied interest during construction to all of the power features of 
the Central Valley project, it would eliminate that $115 million com- 
pletely, with the exe an ‘aaa at the most of $12 million left 
in surplus. If you add San Luis to the project and add that addi- 
tional cost to the payout requirement, then the Central Valley project 
is in a deficit position. 

Mr. Dawson. One further question, if the gentleman will yield. 

Dr. Mituer. I will yield for one more question. 

Mr. Dawson. The statement was made by the chairman that he 
thought all of these projects ought to be treated on the same basis. 
Could you tell us if interest is charged during construction on the 
power facilities of the upper Colorado projects ¢ 

Mr. Bennett. That is required by law under section 5 of the author- 
ization act on the Colorado storage project. 

Dr. Mitter. Then Trinity and the Central Valley project is getting 
preferred treatment as compared to the upper Colorado River project 
as far as interest rates are concerned, Is that your deduction from 
that answer / 

Mr. Benner. That might be your deduction, Dr. Miller. My only 
comment on that is that under the law, as distinguished from the 
authorization act for these storage projects, there is no explicit pro- 
vision requiring the payment of interest during construction. 

As a matter of policy, in recent years interest during construction 
has been charged to new units of older projects and new projects. 
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There has been an effort to treat all of the older projects on an equitable 
basis so that those against whom there was no interest during con- 
struction as a matter of law would not find themselves with a sub- 
stantial additional payout burden. , 

Trinity, it might be argued, is in a little different position because 
it is a new division of a new project, and if interest during construc- 
tion were required as to the Trinity division alone, that “would cut 
the surplus under all-Federal construction in half. 

Dr. Mitier. Mr. Secretary, do I understand correctly that you are 
here today because of a direction on mandate by legislation intro- 
duced in 1955 by Mr. Engle to make a report on this project ? 

Secretary Seaton. That is my understanding, sir. 

Dr. Mitirr. In reading over your statement and the proposal you 
have before us as far as Trinity River, sort of a yardstick is set up. 
Is that a yardstick for all future reclamation projects ? 

Secretary Seaton. No, sir. I have tried to make it crystal clear 
that I am making no yardstick or any generalization on any other 
reclamation project, present or in the future. I confined all of my 
presentation to this particular project. 

Dr. Mitter. I was in Redding, Calif., when they held the hearings 
out in that area, and I remember an effort was made then to get some 
of the counties and municipalities in the Trinity area to pool their 
resources in construction of these power facilities. I think about that 
same time the Pacific Gas & Electric Co. became interested in the 
project. 

In the closing part of your statement it appears that none of these 
people in the Trinity area expressed a desire or willingness to par- 
ticipate through local public agencies. Is that correct ? 

Secretary SEATON. Yes, Dr. Miller ; that is correct. 

I might add, if I may, that the record was clear that efforts to 
interest the sublic agencies were made before I became Secretary of 
the Interior, but to further reassure myself on that point, I directed 
the Bureau to make further efforts. Those entities chose for reasons 
of their own not to do so. 

Dr. Miuuer. I believe 8 or 10 days ago the gentleman from Cali- 
fornia, Mr. Engle, made some reference to the need of the Federal 
agencies for power and so forth. Can you or Mr. Head or Mr. Ben- 
nett tell us what the indicated need for power for Federal agencies 
might be? 

Secretary Seaton. I think Mr. Head is prepared to do that. 

Dr. Minter. Mr. Engle made quite a point at the time of the very 
great need of the Federal agencies for the power. 

What is the problem there, Mr. Head ? 

Mr. Heap. We made this analysis, taking all of the requests of the 
various agencies into consideration, and for the 650,000 kilowatts of 
firm load which we indicated we would serve, we had 204.5 megawatts, 
or 204,500 kilowatts going to those Federal agencies who had re- 
quested service. 

I have recently taken committee print 13 and made a complete 
analysis of additional requests that might be contained in material in 
that committee print. I was only able to find 33,700 more kilowatts 
of load requested Wilin our sit vine avea an Gdinel in the wheeling 


agree 
Bure: 
Dr 
migh 
Mr 
Ener 


to m 
only 
Dr 
SMI 
Util 
long: 
of tl 
by S 
M 
no r 
Di 
SMI 
M 
info 
M 
is in 
M 
been 
rep! 
D 
how 
bee 
M 
trac 
Dec 
| 
\ 
J 
now 
\ 


our 


j 
De 


an 


ene 
wa 
ml 
lis 


ov 
ho 





TRINITY POWER FACILITIES 229 


agreement without infringing on agencies such as SMUD and the 
Bureau of Electricity of Alameda. 

Dr. Miter. In other words, some 33,000 additional kilowatt-hours 
might be needed over the 204,000 plus presently received by them? 

Mr. Heap. Yes. To be specific, there is a request by the Atomic 
Energy Commission in the committee print for 37,000 kilowatts, and 
to my knowledge at the time we made this analysis its request was 
only 5,000 kilowatts. The large part is in that one request. 

Dr. Mruter. Let me ask one other question before I yield. When 
SMUD was before us—I believe that is the Sacramento Municipal 
Utility District—there was some question, Mr. Head, about their 
long-term contract for Federal power. Can you tell me how much 
of this existing capacity of the Central Valley project is contracted 
by SMUD? 

Mr. Asprnat. May the Chair correct his colleague to this extent ?— 
no representative of SMUD has been before the committee yet. 

Dr. Mitier. There has been testimony at least to the effect that 
SMU D—— 

Mr. Sartor. We had an engineer who said he got most of his 
information from SMUD. 

Mr. AsprnaLu. If you are referring to Mr. Morris, the gentleman 
is in perfect order. 

Mr. Saytor. Yes; I mean Mr. Morris. He represented that he had 
been retained by SMUD to come here. So 1 think we have had some 
representation from them. 

Dr. Mat Ler. Mr. Secretary, can you or some of your group tell me 
how much of the existing capacity of the Central Valley project has 
been contracted to SMUD and for how long a term of contract? 

Mr. Heap. The SMUD contract calls for 290,000 kilowatts of con- 
tract demand, and the contract runs for 40 years. It was executed 
December 11, 1952 

Dr. Minter. ‘They are a preference customer ? 

Mr. Heap. Yes. 

Dr. Mitrer. How much of the Central Valley project energy is 
now sold to SMUD and preference customers ? 

Mr. Heap. If I could, I would like to turn this question over to 
our power man who has the information you are requesting now. 

Dr. Mitier. Anyone can answer it. 

Mr. Camrseitt. The SMUD contract for 290,000 kilowatts, dated 
December 11, 1952, as Mr. Head stated, is currently in effect. 

Dr. Miniter. December 1952. 

Mr. Campsrrt. It was the date of the execution of the contract, 
and it is a 40-year contract. 

In 1955, we served SMUD with 865 million kilowatt-hours of 
energy. The average rate, as shown here, was 4.28 mills per kilo- 
watt-hour. In 1956, we served them directly from our system 855 
million kilowatt-hours and wheeled through the P. G. & E. system 
119 million kilowatt-hours. 

It was 4.34 mills for the wheeled and 3.74 mills for the direct. 

In 1957—these are fiscal years—we served them with 116 million 
over wheeled lines at a cost of 4.35 mills. We served direct 916 mil- 
hon kilowatt-hours at 4.09 mills. 
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Dr. Mitter. Do you know, sir, whether SMUD also got about a $25 
million loan from REA? I believe we have some testimony in the 
record to that effect. 

Mr. Camppeit. Sir, I am not familiar with SMUD’s financial 
arrangements. 

Dr. Mitier. I do not know how they would qualify for an REA 
loan, but apparently around 1951 they were able to qualify and - eive 
some preference treatment. I am quite sure other REA’s in Cali- 
fornia and the country would like to know how that was manipulated, 
I hope sometime, Mr. Chairman, we may be able to explore a little 
more how large cities and business concerns like Sacramento and 
SMUD found a way to get a preference loan for $25 million when the 
REA law is pretty plain as to who should be served by these cheap- 
interest loans. 

Mr. Asprnauu. I presume my colleague will have to go before the 
other committee that has jurisdiction. 

Mr. Ruopes. Will the gentleman yield? 

Mr. THomson. Will the gentleman yield / 

Mr. Enerer. The gentleman agreed to yield to me. 

Dr. Mruer. I am sorry. I will yield 2 minutes to my Chairman. 

Mr. Enete. I just wanted to observe that Mr. Head was very careful 
to refer to the service area. But look on page 68 of Committee Print 
No. 13. There is a list of the Federal agencies in northern California 
within the service area of P. G. & E. 

Mr. Heap. Yes. 

Mr. Enetr. Which could take power. Of course, that is one of our 
basic criticisms of this wheeling agreement. It is really an exchange 
of power, and it is limited to a particular area where the Central V alley 
transmission loop is located. Isthat not correct ? 

Mr. Heap. They are customers served by P.G. & E. I do not have 
before me the breakdown, Mr. Engle, but the others served by P. G. & 
E., including all others served by P. G. & E. amount in my breakdown 
to 58,000 more kilowatts over the figure I gave before of 33.7. 

Mr. Encix. Have you seen the compilation on page 68 of the Com- 
mittee Print No. 137 

Mr. Heap. Yes, sir; I have been through it in detail, sir. 

Dr. Mituer. I will now yield tothe gentleman from Arizona. 

Mr. Ruopes. I wanted to ask this question : The ae from 
California suggested you should raise the package rate for the Cen- 
tral Valley project. If you did that, would you be able to raise the 
SMUD rate also under the SMUD contract ? 

Secretary Seaton. I believe we can when we bring Trinity in. 

Mr. Ruopes. So that the contract with SMUD is variable, as the 
package rate might go up and down in the future? 

Secretary Seaton. I think that would be the practical result of it; 
yes, sir. 

Mr. Tuomson. Will the gentleman yield to me now? 

Dr. Mitier. Yes. 

Mr. Tompson. I was interested in the line of questioning of Mr. 
Engle on the other Federal agencies. Looking on page 68, I notice 
all naval installations except one, Marine Corps, and then an AEC 
which you mentioned for 37,000. I refer to page 68 of the Committee 
Print No. 13. 
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What other agencies were involved there, if any other, than the 
Marine Corps and the Navy andthe AEC? If it will take a great deal 
of time to look up, I will go on. 

Mr. Heap. I do have it broken down and can supply it for you. 

Mr. Tuomson. My point is simply this: If I understand it correctly, 

ou say that power which costs 7 mills to generate you are going to 
sell for 4 mills. When you compute the loss to the Government, are 
you not in effect saying that the reclamation fund is expected to appro- 
priate to these naval agencies and others, instead of them getting ap- 
propriations from the Appropriations Committees here, and it is 
making Reclamation look pretty sick ? 

Secretary Sraron. Congressman Thomson, I think you have put it 
very well. That is precisely the result. 

Mr. THomson. I thank the gentleman. 

Mr. AspInauu. Off the record. 

(Discussion off the record. ) 

Secretary Seaton. Mr. Chairman, I would like to make this request 
respectfully, sir, if I can: Since the GAO report was mentioned here 
this morning—and I agree quite properly—I would like to have per- 
mission to place in the records of this committee the Bureau of Recla- 
mation comments on that GAO report. 

Mr. Asprnau. Is there any objection ¢ 

Hearing no objection, it 1s so ordered, and we will stand in recess 
until at least 2: 30. 

(The information follows :) 


COMMENTS ON POWER OPERATIONS 


GAO Avupir REPORTS ON CENTRAL VALLEY PROJECT FOR FiscaL YEARS 1953, 1954, 
1955, AND 1956 


GENERAL STATEMENT 


The General Accounting Office audit reports respecting the Central Valley 
project operations of the Bureau of Reclamation for fiscal years 1955 and 1956 
include similar comments and recommendations respecting the Pacific Gas & Elec- 
tric Co. contracts. These exceptions and our comments related thereto are pre- 
sented hereinafter. 


Wheeling rate under transmission and exchange service contract with Pacific 
Gas & Hlectric Co. (Contract 175 R—-2650, dated April 2, 1951) 

GAO position.—The 1 mill per kilowatt-hour rate paid to P. G. & E. is high; it 
does not fairly equate the significance of the load wheeled or the distances over 
which wheeled. The fairness of the rate will have a material effect on the pro- 
posed San Luis unit. The extra 5-percent discount granted SMUD is the value 
placed on the wheeling, and this amount is far less than the amounts paid for 
wheeling under the 1 mill rate. 

Bureau of Reclamation positicon—Comment on this item at the present time is 
somewhat academic in that all of SMUD’s load is now served by direct delivery 
at the Elverta switchyard. 

The compensation for wheeling was a main item in the negotiations. One mill 
plus reasonable losses in transmission, on a systematic basis, was considered a 
reasonable charge for the service to be rendered. Other additional charges are 
also made depending on the substation voltages provided by the company. (For 
delivery at 44 kilovolts and over, the 1 mill plus losses is allowed; for delivery 
under 44 kilovolt but not less than 22 kilovolt, an additional 10 cents per kilo- 
watt is allowed; and for delivery under 22 kilovolt, an additional 22 cents per 
kilowatt is allowed. ) 

Other methods of compensation might have been possible. Reclamation has 
some wheeling arrangements in other areas where the compensation is 1 mill 
per kilowatt-hour for each 50-mile zone from the point of interconnection be- 
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tween the systems of the wheeling party and the Government. Of all the plans 
originally and since considered by Reclamation, the single-level transmission 
charge applied on a systemwide basis has been found to be most satisfactory, 
When the contract for sale of power was negotiated with the Sacramento 
Municipal Utility District (SMUD), wheeling of power over the P. G. & BE, 
system was the only available method of delivery. However, Reclamation 
considered that wheeling power to SMUD was undesirable in view of the size of 
load, the assurance of continuity of wheeling service, and the costs involved 
in wheeling. When it became apparent that Reclamation could not construct 
the facilities needed for direct service, SMUD constructed transmission and 
substation facilities to interconnect with the CVP system. Normally, Reclama- 
tion allows a 5-percent discount when the customer accepts delivery at trans- 
mission voltage, in this instance 115 kilovolts and 69 kilovolts. In this case, 
since SMUD was constructing its substation facilities in such a manner as to 
relieve the United States from installing transformation facilities from 230 
kilovolts to 2 levels of transmission voltage (115 kilovolts and 69 kilovolts, an 
extra 5-percent discount was agreed upon in contract negotiations. This nego- 
tiated discount figure for SMUD power has no relationship to the 1 mill fee 
previously negotiated with P. G. & E. for wheeling service to deliver CVP power 
to preference customers of which SMUD was one such customer. Reclamation 
uormally absorbs as a project cost 1 mill plus losses in wheeling as a reasonable 
and adequate payment for use of a third party’s facilities in lieu of construct- 
ing its own transmission facilities. 

Other Interior power marketing agencies have made various arrangements 
to have power delivered to customers of the Government over facilities of a 
third party. The amount of these wheeling fees in general is in excess of 1 
mill per kilowatt-hour and also generally includes allowance for losses. 

With respect to the effect of the 1 mill wheeling on the San Luis unit, it is the 
Bureau’s position that this quoted rate is not in prospect for the unit. 
Operations under sale and interchange contract with Pacific Gas & Electric Co. 
(a) Project dependable capacity 

GAO position.—The renegotiated project dependable capacity of 450,000 kilo- 

yatts has been understated because: 

(1) It was negotiated by considering the Shasta and Keswick plants as 
separate from the P. G. & E. system rather than integrated therein. 

(2) The value of the capacity to P. G. & BH. is dependent upon how the capacity 
may be used in its integrated system. 

(3) The company in its annual report to the FPC has stated that 518,000 
kilowatts of dependable capacity, adjusted for transmission losses, would be 
available at the time of its system peak. 

(4) It is contended that the average of the monthly maximum simultaneous 
demands measured at generation was substantially in excess of the stated de- 
pendable capacity. 

Bureau of Reclamation position.—In its audit reports, the General Accounting 
Office has consistently ignored the “package” concept of the Pacific Gas & 
Slectric contract. It is the Bureau’s position that individual components of 
the contract cannot be isolated and viewed separately. The powerplants are 
operated by the Bureau and within the framework of water requirements the 
company dispatchers schedule the operation. All energy and capacity not used 
directly through the CVP system is taken into the company system. In return 
the company furnishes capacity and energy to the Bureau’s customers and the 
Bureau’s own loads in accordance with the load requirements. The total 
output of the plants less the Bureau’s needs and losses is then billed to the 
company as its take from the Bureau. 

Under this heading GAO makes reference in its 1954 report to the fact that 
under the criteria established by the Federal Power Commission for reporting 
“dependable capacity” for statistical purposes of the Commission, Shasta and 
Keswick are shown to contribute 400,000 kilowatts to the total amount avail- 
able to the company. A question is raised whether the existing contract should 
provide for 400,000 kilowatts of project dependable capacity rather than 300,000. 

3y definition in the existing contract, project dependable capacity is the 
lowest power capability available in any month of the year under the most 
adverse stream flow of record (years 1930-33), after excluding the project load, 
which can be supported by certain minimum amounts of energy each month. 
The amounts of energy required are the minimums which are usable under the 
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company’s daily load curve for each month. To qualify as dependable capacity 
under the contract each kilowatt must have energy available with it for 2,780 
hours of annual use under integrated operation. Under isolated operation to 
serve the Bureau’s customer load each kilowatt would need energy for about 
4,800 hours of operation. In accordance with this definition, project dependable 
capacity was determined by an operation study prepared by Reclamation dated 
July 30, 1951. This study indicates varying amounts of capacity to be avail- 
able in different months but the minimum amount determined on an annual 
basis as required by the contract was 300,000 kilowatts, the month of April being 
the controlling month. Energy to serve 300,000 kilowatts of load was not 
available from isolated operation, but only as a result of integration with the 
Pacific Gas & Electric system. Therefore, the opinion stated by GAO was 
unfounded. As the name implies, dependable hydro capacity is that capacity 
which can be relied upon and counted upon to be available at all times to meet 
the varying load characteristics of the area’s power requirements. 

The FPC reports to which the GAO refers require utilities to indicate the 
dependable hydro capacity available in a single dry year for the month of the 
utility’s maXimum system load. It happens that P. G. & E.’s system peak in 
1951 (the year to which GAO refers in its 1954 report) was in August. On 
this basis the company reported 400,000 kilowatts of dependable hydro as the 
contribution to its system from Shasta and Keswick generation. Had the 
company’s maximum month been one other than August, it would have reported 
a different figure. In some years the P. G. & E.’s annual peak is in December. 

There are two fundamentals that apparently were not understood by GAO in 
making its comments. In the first place, for hydro capacity to be dependable, 
as that term is normally used, capacity with associated energy must be avail- 
able at all times every month of the year, through the driest weather cycle on 
record. Project dependable capacity in the P. G. & E. contract is so defined. In 
the second place, our contract with P. G. & E. requires the company to firm up 
the amount of power defined as project dependable capacity as required to meet 
the load characteristics of our own customer load. This obligation bears no 
relation to the reports made to FPC. 

The same comments as stated above apply to the comments in the 1956 GAO 
report relating to the differences between 450,000 kilowatts of contract depend- 
able capacity and the 518,000 kilowatts reported by the P. G. & E. to FPC. 

The quantities quoted in item (4) of the 1956 GAO report with reference to 
average of the monthly maximum simultaneous demands measured at generation 
being in excess of 400,000 kilowatts are meaningless for the purpose of demon- 
strating a supported load in excess of 400,000 kilowatts. The quoted figures are 
the result of better than average water conditions, whereas the firm dependable 
for purposes of integration must be based on minimum water conditions in order 
to assure long-range commitments. 

If payment by the company for capacity it reports to FPC had been required, 
as suggested by GAO, the level of payments would have had to recognize that 
the monthly capacity above contract dependable capacity was not available on 
an annual basis so that it could be used freely in system operations by the com- 
pany. Since such varying capacity would not be continuously available, it would 
be of less value than continuous capacity. Recognition of this fact would prob- 
ably have resulted in about the same total compensation as that which the 
Bureau now receives. 

b. Capacity available to the company in excess of that billed GAO position.— 
The P. G. & E. contract provides that the company will pay for nondependable 
capacity made available to it upon at least 60 days’ advance notice and which 
will continue to be available for not less than 5 consecutive calendar months. It 
is contended that the company should pay for all nondependable capacity made 
available to it. Also, the period of declared capacity for billing purposes should 
be 1 month. It is contended that, measured at the 25 cents per kilowatt which 
is charged for nondependable capacity, the company received free nondependable 
capacity valued at $963,261 from July 1, 1952, to December 31, 1956. 

Bureau of Reclamation position—Comment under this caption appears in 
the report for fiscal year 1953. Comment on the same general subject appears 
in the 1954, 1955, and 1956 reports. Article 10 (b) of the sales contract (No. 
175r—3428) provides: 

“The United States shall make available to the contractor all nondependable 
capacity which the United States does not require for service to Federal agencies, 
including the Bureau of Reclamation, and construction contractors; * * *. The 
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contractor shall pay for at the rate provided in article 13 (a) the amount or 
amounts of nondependable capacity which, together with the related amount of 
energy prescribed in subdivision (c) below, are made available to it upon at least 
60 days’ notice and which continue to be available for not less than 5 successive 
calendar months and until terminated by the United States upon at least 60 
days’ advance notice to the contractor, except as otherwise agreed upon.” 

Project dependable capacity was determined by water study during the most 
adverse stream flow conditions (assumed to be 1930-33 ). 

After deducting project load the minimum load capability continuously avail- 
able was some 450 megawatts, the low points being in April and October. During 
the intervening 5 months, May through September and November through March, 
there is a band of capacity and energy which varies in amount and is termed 
nondependable capacity. 

Depending on the duration and availability of stated amounts of energy to 
go with the capacity for 5 continuous months, the company will pay $0.25 per 
kilowatt and 3 mills for energy up to 260 hours’ use in each month. Additional 
energy is taken at 2 mills per kilowatt-hour. The average price per kilowatt- 
hour will vary depending on the amount of energy used per kilowatt. When 
nondependable capacity or energy is available for less than 5-month periods, it is 
possible for the company to take energy at 2 mills as excess energy under its 
contract dependable capacity purchases. 

It is therefore evident that when nondependable capacity is declared for a 
consecutive 5-month period, it commands a demand charge equal to one-third of 
the charge for contract dependable capacity and an energy charge essentially 
the same as the contract dependable capacity. If such capacity and energy are 
available on a hit-or-miss basis, they have value only as dump energy and are 
taken if usable to the company as fuel saving at 2 mills. 

Unless the company is able to foresee a 5-month period of availability, it is 
unable to schedule plant outages to allow plants to be placed in cold standby or 
the dismantling of equipment for extended maintenance outage periods. 

The company paid as follows for firm and nonfirm energy: 


Fiscal year 1955 Fiseal year 1956 Fiscal year 1957 


Firm Nonfirm Firm Nonfirm Firm Nonfirm 


Millions of kilowatt-hours 218 450 146 1, O89 362 673 
Average mills per kilowatt-hour ‘ 6. 06 2.17 6.13 2. 55 6. 30 2.49 
Average mills for all energy taken__- 3. 44 2. 97 3. 82 


| | 

It is possible under the existing contract for the company to be billed for 
contract dependable capacity and/or nondependable capacity in a month without 
any net energy flowing to the company for its own use. This has occurred in the 
past. This results in an integrated operation of two systems by which each 
party receives tangible values in exchange for items which would be of no value 
if integration were not present. 

In its audit reports, the General Accounting Office has consistently ignored 
the “package” concept of the Pacific Gas & Electric contract. It is the Bureau’s 
position that individual components of the contract cannot be isolated and viewed 
Separately. The powerplants are operated by the Bureau, and within the 
framework of water requirements, the company dispatchers schedule the opera- 
tion. All energy and capacity not used directly through the CVP system are 
taken into the company system. In return the company furnishes capacity and 
energy to the Bureau’s customers and the Bureau’s own loads in accordance 
with the load requirements. The total output of the plants less the Bureau’s 
needs and losses is then billed to the company as its take from the Bureau. 


c. Credit for dependable capacity demand by preference customers 


GAO position.—Under terms of the P. G. & E. contract, the company is given a 
credit, which is applied against the dependable capacity billed to it, to the extent 
of the maximum simultaneous capacity demand by the preference agencies which 
occurred in the monthly billing period or any of the 11 immediately preceding 
months. The credit should be limited to the actual maximum simultaneous 
demand of the month being billed. The effect of this “ratchet” provision is to 
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provide the company free dependable capacity which was valued at $317,000 for 
the period July 1, 1952, to December 31, 1956. 

Bureau of Reclamation position.—The GAO comments under this or similar 
headings in its fiscal year 1953, 1954, 1955, and 1956 reports. 

The item discussed is related to contract dependable capacity which is defined 
in the contract as: 

“The capacity remaining each month after deducting from project dependable 
eapacity, the maximum firm load occurring during the contractor’s peak load 
period in any of the 12 months ending with the month for which the contract 
dependable capacity is being determined : Provided, That there shall be excluded 
from such maximum demand any part thereof that may be agreed upon in 
advance by the parties.” 

From the above it is clear that the contract dependable capacity is the lowest 
amount in any previous 11 months, or the current month remaining after sub- 
tracting from the project dependable capacity (now 450,000 kilowatts), the 
maximum coincidental demand of the Bureau’s customers. This is the lowest 
amount remaining of the project dependable capacity which has been available 
to the company as a firm resource for a 12-month period for use by it in 
serving its customer’s load. Any quantity larger than this which may have been 
available in less than a full 12-month period is not dependable for purposes 
of serving firm loads. 

The contractor pays for the contract dependable capacity and associated 
energy, if any, at rates identical with the Bureau’s R-2 F-2 rate. 

To accept GAO’s thesis would mean that all surplus capacity remaining from 
450,000 kilowatts after serving the coincidental peak-demand requirements of 
the Bureau’s customers should be paid for on a kilowatt-month basis. Because 
of the monthly variations in customer loads, this balance would not be a fixed 
amount and could not be depended upon as a firm resource. 

The Bureau of Reclamation would not agree to purchase firm power under 
such an arrangement as proposed by the GAO. 

It is not uncommon in electric-power rates to ratchet demands, against which 
demand charges are applied, to a 1-year period because the supplier must be 
prepared to meet again the highest previous established demand and cannot sell 
except on an interruptible basis, the capacity made available by a temporary 
or seasonal dip in demand. 

d. Adjustment for losses in power transmission 


GAO position.—Percentage adjustments are required by the contracts to ad- 
just energy at points of interconnection as though the energy had been physically 
delivered to Tracy switchyard. These adjustments are inequitable, and the 
installation of direct metering has not corrected the situation because math- 
ematical loss adjustments are still required. 

Bureau of Reclamation position. Comments under this heading relate to the 
application of loss factors to energy delivered to P. G. & E. at its Cottonwood 
substation some 200 miles north of the Tracy switchyard of the United States. 
The Tracy switchyard was the only point of interconnection agreed upon orig- 
inally, and all power accounting was based at Tracy. Because of substantial 
operating advantages to both parties, a contract amendment was executed to 
provide for an interconnection at the Cottonwood substation. Even though 
under the amendment a part of Reclamation’s power was operationally turned 
into the company’s system at Cottonwood, there was no change in the require- 
ment that power be accounted for as at Tracy. The company would not agree 
to treat Cottonwood as a delivery point for billing purposes. Hence, energy 
deliveries at Cottonwood have to be adjusted for losses to Tracy. The 4%- 
percent loss factor was agreed upon by Reclamation after thorough study by 
qualified engineers and was believed by Reclamation to be a favorable figure 
under conditions prevailing at the time. 

We are not in accord with the GAO’s view that the amendment providing 
for the Cottonwood interconnection “is predominately a convenience to the 
company.” Among other things, it provides a stability of service important to 
direct service to the Sacramento Municipal Utility District and to the Tracy 
pumping plant. It also decreases the var generating equipment that would 
otherwise be required by Reclamation. 

In both the 1953 and 1954 reports, the GAO expresses the view that it would 
be wise for Reclamation to install direct metering of all deliveries to P. G. & E. 
Reclamation was in agreement with this view and so informed GAO field repre- 
sentatives on many occasions. However, concurrence of P. G. & E. was neces- 
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sary. After prolonged negotiations a contract (No. 14—-06—-200-5074) was nego- 
tiated for the relocation and installation of facilities at Cottonwood substation, 
including the installation of in-and-out metering at that point, and work there. 
under has been completed. 

The complete metering of deliveries to P. G. & E. does not eliminate the need 
for a computed loss factor to adjust to Tracy energy deliveries at Cottonwood, 
An amendment to contract No. 175r-8428 has been effected which establishes this 
factor at 4 percent. The capacity loss figure of 9 percent from Shasta and 
Keswick powerplants to Tracy, referred to by GAO, has been eliminated by the 
same contract amendment, and the loss factor for capacity available at Shasta, 
Keswick, Folsom, and Nimbus powerplants is determined as need therefor arises, 
in accordance with a table which is an exhibit to the contract amendment. 

(e) Purchase of reactive requirements 

GAO position.—Conditions which were expected to require the purchase of 
reactive requirements did not occur; however, the company was paid $108,000 
for which the United States received little, if any, consideration. The adequacy 
of a subsequent refund of $6,700 was questioned. 

Bureau of Reclamation position—The most recent GAO report comments with 
respect to the Bureau’s contract 175r—3428 with the company for the purpose of 
purchasing reactive power, and a refund obtained as a result of Bureau require- 
ments less than the amount envisioned at the time of executing the contract. 

It is explained in the report that a substantial load at the Ames laboratory 
was anticipated which with other loads would require reactive support. It was 
necessary to secure this support from the company since it exceeded the amount 
available from the Bureau’s generators. 

The contract provided : 

“7. On the first day of the month after all the Tracy Pumping Plant motors 
have been tested and it has been determined to the satisfaction of the Contractor 
that one or more of them can furnish reactive power, the United States may 
make such power, or a portion thereof, available to the Contractor at the Tracy 
Switchyard. For the minimum number of megavars thereafter continuously 
made available to the Contractor through June 30, 1955, except for outages 
agreed upon by the Contractor or caused by failure of Tracy Pumping Plant 
motors, the Contractor shall, on or before August 1, 1955, pay to the United 
States the sum of One Hundred Dollars ($100) per megavar times the number 
of months such reactive power was so made available.” 

The $6,700 rebate by the company was computed on this base and is the only 
credit allowed. The contract expired on June 30, 1955, and was not renewed. 

The installation of the Bureau’s synchronous condenser and the ability of 
supplying its reactive requirements from its own sources eliminated the need for 
the purchase of reactive support from the company. 

Refusal on the part of the Bureau to pay amounts required under the contract 
because of nonuse of reactive from the company would have been a default of 
the Government’s obligation under a contract freely negotiated. 


New recommendation in 1956 report—Allocation of project dependable capacity 
to Bureau customers 

GAO position.—There are no specific or written criteria which provide for 
standardized allocations of project dependable capacity to existing and potential 
preference customers. 

Bureau of Reclamation position—The 1956 GAO report comments that the 
Bureau of Reclamation has not been contracting with customers so as to make 
available to them for their use the maximum project dependable capacity of 
450,000 kilowatts presently available under the existing contract with the 
Pacific Gas & Electric Co. 

Load studies and estimates of customer needs have been made and the Bureau 
is presently considering the allocation of the 450,000 kilowatts to its various 
customers. These computations and contract language have not been finalized 
at this time but are actively under consideration. 

It should be pointed out that none of the Bureau’s customers, with the excep- 
tion of the Ames Laboratory, are currently having to seek other sources of supply. 
Notwithstanding the temporary delay in making allocations of power and the 
completion of contracts, the requirements of all customers are being supplied. 


Whereupon, at 12 noon, a recess was taken until 2:30 p. m., this 
same day.) 








TRINITY POWER FACILITIES 937 


AFTERNOON SESSION 


Mr. Asprnatzi. The Subcommittee on Irrigation and Reclamation 
will resume its hearings on H. R. 6997. 

The chairman is desirous that we finish the hearings this afternoon 
sometime between 4 and 4:30. He would suggest that if any of his 
colleagues lower down on the committee desire to ask questions they 
should ask the members at the top to yield. 


STATEMENT OF HON. FRED A. SEATON, SECRETARY OF THE 
INTERIOR, ACCOMPANIED BY FRED G. AANDAHL, ASSISTANT 
SECRETARY OF THE INTERIOR; ELMER F. BENNETT, SOLICITOR, 
DEPARTMENT OF THE INTERIOR; IVAN P. HEAD, DIRECTOR, 
SACRAMENTO REGION, BUREAU OF RECLAMATION; DONALD 
CAMPBELL, DIRECTOR, POWER DIVISION, BUREAU OF RECLAMA- 
TION, WASHINGTON, D. C.; GEORGE ABBOTT, ASSISTANT TO THE 
SECRETARY, DEPARTMENT OF THE INTERIOR; ED WEINBERG, 
ASSISTANT SOLICITOR, DEPARTMENT OF THE INTERIOR; L. J. 
BISHOP, SACRAMENTO OFFICE—Resumed 


Dr. Minter. I would like to ask Mr. Head a question. Do you know 
how much of the Central Valley project energy is now sold to prefer- 
ence customers or is being sold to SMUD? 

Mr. Heap. Yes; this “table that Mr. Campbell was talking about 
shows it. 

Dr. Mitter. I wanted to have it briefly again, if I could. 

Mr. Campnett. If you want to take the year 1955, Dr. Miller, there 
was a total of 2,059 million kilowatt-hours of Central Valley energy 
sold. Of that, project use amounted to 264 million; there was delivered 
to SMUD, 865 million; to other preference customers, 261 million, 
via wheeling, and 1.4 million on direct deliveries. 

Dr. Mitter. Then SMUD would represent a rather large percent- 
age; would it? 

Mr. Campsety. Yes, sir. Of the total amount sold, slightly over 
2,059 million, SMUD received 865 million. 

Dr. Minter. When was that contract entered into with SMUD? 

Mr. Campsett. When ? 

Dr. Mitier. Yes. 

Mr. Camrsett. The original contract, I believe, carries the date of 
December 11, 1952. 

Dr. Mitter. How much did they get at that time ? 

Mr. Camesetn. One hundred and eighty thousand kilowatts at that 
time, although the contract is for 290,000 kilowatts, and it steps up 
in varying amounts from the 180,000 to a total of 290,000. At the 
current time they are getting somewhere around 240,000 kilowatts. 

Dr. Minurr. Is that a 40-year contract ? | 

Mr. Camppety. Yes. 

Dr. Miruer. Mr. Engle was quite concerned about reviewing the 
present contract. Who reviewed the SMUD contract, or was it re- 
viewed after it was entered into? 
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Mr. Campse.t. It runs the usual gantlet, sir, of review by the re- 
gional solicitor, and then the departmental solicitor, as well as the 
Bureau of Reclamation, Washington office. 

Dr. Mitier. On this particular contract Congress has a look. Does 
Congress have a look at the SMUD contract ¢ 

Mr. Campsett. No, sir. 

Mr. Ener. Will the gentleman yield ? 

Dr. Miter. Yes. 

Mr. Ener. There is a very great difference. These contracts are 
not subject to change for 50 years, and the SMUD contract is subject 
to change, as the Secretary testified. 

Secretary Sraron. Mr. Engle, I hope you did not misunderstand 
me. These contracts are subject to change and alteration, too, with 
the possible exception of the falling-water contract. As far as the 
furnishing of electric power is concerned, they are in exactly the same 

vategory, as far as I understand. 

Mr. Eneix. You mean to say that the wheeling and firming con- 
tracts are subject to review / 

Secretary Seaton. I pointed out in my statement this morning—— 

Mr. Enger. The firming contract is subject to review when new 
plants come on. If you look at House Document 94, that is exactly 
what it says. 

Dr. Mutter. It is my understanding SMUD was not reviewed by 
Congress, and this is quite a similar contract here. 

Secretary Seaton. I have found that language. As I read it, I 
said: 

However, I wish to point out that the sale and interchange contract already 
provides a mechanism whereby the Government may at any time change the 
rates it charges. 

Then I went on to say how we felt about the contract. 

Dr. Miniter. 1 wonder if Mr. Head could tell me something about 
the schedule on rates for preference and nonpreference customer. Is 
there any scheduled rates on them 4 

Mr. Heap. Between preference and nonpreference customers / 

Dr. Minier. Yes. 

Mr. Heap. The only nonpreference customer, of course, is the Pa- 
cific Gas & Electric Co. 

Dr. Minter. Do you have any breakdown of the rates for Central 
Valley power ¢ 

Mr. Heap. Yes; Mr. Campbell can break that down off of the same 
chart. 

Mr. Campseti. During the last year, fiscal 1957, in which project 
use was ay L at 2.5 mills per kilowatt-hour, SMUD’s wheeled deliv- 
eries were 4.35; the direct deliveries, 4.09 mills per kilowatt-hour. To 
other Smilin e customers: the wheel deliveries, 5.14 mills per kilo- 
watt-hour; the direct deliveries, 5.82 mills per kilowatt-hour; the 
nonpreference customers, namely, the Pacific Gas & Electric Co., we 
received for firm power 6.3 mills per kilowatt-hour, and for non- 
firm 2.49 mills per kilowatt-hour. The revenue received on a total 
basis for all kilowatt-hours sold during fiscal 1957, the average return 
was 4 mills per kilowatt-hour. 

Dr. Mitier. What was estimated would be the cost of the Trinity 
River power ¢ ; 
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Mr. Heap. I reconstructed the computation made during the Senate 
committee hearings, and my recomputation ao it would cost 8.9 
mills per kilowatt-hour as compared with the 7.3 

Dr. Minter. How much? 

Mr. Heap. 8.9. 

Dr. Mitier. That would be the cost ? 

el Heap. Yes. 

. Mixer. I would like to ask the Secretary relative to the funds 
i reclamation projects—in fact, this year we have had no new starts. 
We are wondering if the funds for reclamation projects or projects 
such as this one are limited or unlimited. 

Secretary Seaton. Congressman Miller, in view of the no-new-start 
policy which the administration felt constrained to adopt, I would 
have to say they are limited. 

Dr. Mitier. In your opinion, the development by the Federal Gov- 
ernment, would that add to or reduce the cost of construction as com- 
pared to the partnership plan / 

Secretary Seaton. There would be a $60 million additional expend- 
iture on the part of the Federal Government to install these gener- 
ating facilities 1f it were all-Federal construction. If we enter into 
this contract with the Pacific Gas & Electric, we escape the expendi- 
ture of that $60 million. 

Dr. Mitirr. There are other projects in California, like Solano, 
Santa Maria, and 2 or 3 other dams, we may someday build. What 
does this do in relation to those if this is built by the Federal Govern- 
ment’ Does it make them more feasible or less feasible by having the 
Federal Government do it or having this done under a partnership 
plan ¢ 

Secretary Seaton. In the first instance, of course, $60 million, Con- 
gressman Miller, is $60 million; and if you spend it on this project 
it makes it at least that much more difficult to get $60 million for some- 
thing else, whether it is in California or wherever it is. 

As to the direct connection betw een Trinity and those other projects, 
I do not think I can answer that, sir. I assume there is somebody here 
that can, but I do not know the relationship. 

Dr. Miter. If you built the project under the partnership plan or 
under the Federal Government, which plan would add to or take from 
the funds in the Central Valley project ? 

Secretary Sraron. The all-Federal construction, Congressman 
Miller, would obviously take away. 

Dr. Mitier. Would take away ? 

Secretary Seaton. Would take away, sir. That is because of this 
high-cost power which is inherent in this Trinity proposal. By the 


same token, if we enter into an agreement with the Pacific Gas & 


Electric, or anybody else who wanted to offer us the same terms, we 
then add to the assets of the overall project. 

Dr. Mitier. We had before us a few days ago the San Luis project. 
If this project is built under Federal supervision, would it make the 
San Luis project more feasible if it is built by the Federal Government 

r the partnership arrangement? What would it do to the San Luis 
feasibility report / 

Secretary Seaton. All-Federal construction, Congressman Miller, 
would be damaging to San Luis. If you have that page on the back 
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of my presentation, we have columns of parallel figures there with the 
computations as of February 12 and the current analy sis, and I respect- 
fully call your attention to those. 

Dr. Mrtter. Then would it be a fair statement to say that the benefits 
from the Trinity project under the partnership plan would permit 
more people in California to enjoy the benefits than under Federal 
construction ? 

Secretary Seaton. Yes; I think that is clearly the case. 

I would like to add to that. I think that is nr the case, par- 
ticularly because water development, wherever 
all agree to that—benefits the entire State where the project is located. 

Mr. THomson. Will the gentleman from Nebraska yield ? 

Dr. Mutter. Yes. 

Mr. Tomson. I was interested in the observations of the gentle- 
man from California this morning about reclamation law requiring 
a payout in 40 years instead of 50. Under the schedule attached to 
the Secretary’s statement, have the revenues been computed on the 
basis of the Central V alley project paying out over 40 years or over 
50 years ? 

Secretary Szaton. Fifty years, I think, Mr. Thomson. 

Mr. Tomson. Assuming that the gentleman from California is 
correct and that was to be refigured with these entire Central V alley 
features paying out over 40 years, what would be the effect of that 
upon the bank account? 

Secretary Sraron. Mr. Thomson, in the first place, it would be 
rather difficult, since we are dealing with eggs and with walnuts, to 
try to make a comparison. But I do not see how you would escape 
from having an increase in the power rates. 

Mr. Tuomson. Because of the diminution of the return ? 

Secretary SEATON. Yes. 

Dr. Miuuer. I have one other question. Is there any provision in 
the bill for you, as Secretary of the Interior, to review from time to 
time the contracts entered into ? 

Secretary Sraton. I think, Congressman Miller, you will find : 
specific provision in here providing for amendments, and I Sntanes 
that in my presentation this morning. 

Dr. Mitter. That is all. 

Mr. AspinaLu. The Chair recognizes the gentleman from Florida, 
Mr. Haley. 

Mr. Hatey. Mr. Chairman, I reserve my time. 

Mr. Asprnauu. The Chair recognizes the gentleman from Pennsy]- 
vania, Mr. Saylor. 

Mr. Say tor. Mr. Secretary, in 1955 the House had before it on the 
21st day of June of that year, a bill, H. R. 46638, to authorize the Secre- 
tary of the Interior to construct, operate, and maintain the Trinity 
River Division, Central Valley ‘project, California, under Federal 
reclamation laws. 

Is that the bill under which the Secretary of the Interior, your 
predecessor and yourself, proceeded to authorize the construction of 
the facilities which you hs ave marked on the map in back of you and 


which have been referred to in this hearing? 


Secretary Seaton. Yes, sir; that is correct. 
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Mr. AsprnaLy. Just a minute. Will the gentleman say what facili- 
ties he is talking about there—all of the ‘facilities or ‘just the ones 
on which construction has been started ? 

Mr. Saytor. So far, what facilities have been begun by you as a 
result of that bill ? 

Secretary Seaton. H. R. 4663 authorized the Secretary of the In- 
terior to construct, operate, and maintain the Trinity River Division, 
Central Valley project, California, under Federal reclamation laws. 
So it is the Trinity Division author ization, I assume, you are talking 
about, Congressman ¢ 

Mr. Saytor. That is right. Pursuant to that authority, what has 
the Secretary of the Interior through the Bureau of Recl: amation done ? 

Secretary Seaton. The general answer is that we have proceeded 
with the construction of the project, and we have also followed out 
the mandate of the Congress in negotiating for a contract or a co- 
development with the Pacific Gas & Electric Co. of the electric power 
facilities there. If you want a specific answer, I think I would ask 

Mr. Head to reply to that. 

Mr. SAytor. 1 think we had better get it on the record here, Mr. 
Secretary. 

Mr. Heap. We have under construction Trinity Dam, Clear Creek 
tunnel, road relocation in connection with Lewiston area and Trinity 
Dam. area, and we now have under construction 37 percent of the 
project. That is the answer to one question you asked this morning, 
Mr. Engle. 

Mr. Sayvor. Is that 37 percent comple ted? 

Mr. Heap. It is just getting well underway. 

Mr. Saytor. In other words, you have let contracts for 37 percent 
Is that it ? 

Mr. Heap. That is correct. 

Mr. Sayior. As I gather from having been a Member of the House 
and listening very carefully to the debates which have occurred, | 
was my impression that this was to be a reclamation project. Is that 
correct ¢ 

Secretary Sraron. I think that is correct, Congressman. That is 
what the language said, anyhow. 

Mr. Saytor. And the principal purpose of the Trinity River divi- 
sion, as | remember it, was that the water from the Trinity River and 
its tributaries would be made available to Central Valley for irriga- 
tion. Isthat correct? 

Secretary Searon. I think so; yes, sir. 

Mr. Saytor. Pursuant to that bill, you were authorized to make 
studies. The power features which were to be incidental to the Trin- 
ity River division were to be studied, and you were to make recom- 
mendations to Congress. Is that right? 

Secretary Seaton. Yes, sir. 

Mr. Saytor. With whom did you attempt to discuss the power 
features of the Trinity River division ? 

Secretary Searon. Congressman Saylor, when I came into office as 
Secretary of the Interior, the first thing I tried to do was to find out 
what was involved. Through Assistant Secretary Aandahl, both 
through him and directly, we discussed this with the regional director 








242 TRINITY POWER FACILITIES 


of the Bureau of Reclamation in Sacramento, who then was and is 
now a career employee of the Federal Government. 

Mr. Saywor. That is the impression, Mr. Secretary, that I have that 
Mr. Engle had of this project back when he presented it to the House, 


because on page 7577 of the Congressional Record, June 21, 1955, Mr. 
Engle stated : 

The gentleman must understand, however— 
he is replying to Mr. Miller of New York— 
that the language in this bill is broad enough so that the State of California 
itself—I understand some interest has been expressed on that—could step in 
and build these power facilities, because it provides for the construction by 
other than a Federal agency. It could be some other public agency such as a 
local public agency, State, any other non-Federal agency, including the Pacifie 
Gas & Electric. sefore yielding to the gentleman I was dealing with the ques- 
tion of the need for water. That is the basic issue behind this particular bill 
why it is here today. 

Then, skipping certain remarks that were made with regard to the 

= 

water features, he Says: 

This project was undertaken because it represents a stopgap between now 
and the time that something else can be done to meet these necessary water uses. 

Then, to describe this tremendous undertaking which passed the 
House, Mr. Engle further says on page 7578 : 

It is here today because there is a shortage of water, a desperate shortage of 
water in California. Asa matter of fact, if this project is not built, the Central 
Valley project as originally contemplated cannot function because the water 


deliveries cannot be made to the San Joaquin Valley as contemplated under the 


Central Valley project, or the Sacramento Valley will be left to dry up, which 
is more likely. 


In addition, this is probably the best project of its size that has ever come 
before the Congress of the United States. It is certainly the best project I 
have had the privilege of presenting here on the floor either for California or 
as chairman of my committee, or, preceding that, as chairman of the Subcom- 
mittee on Irrigation and Reclamation. 

Now, Mr. Secretary, what I would like to ask you to comment upon 
is that, in view of Mr. Engle’s statement then, have the power facili- 
ties ever been changed or the contemplation of power as an incidental 
of furnishing water, from that time until now ? 

Secretary Searon. No; I do not think so. I am advised that the 
Central Valley Project Act itself requires that power be incidental 
as an aid to irrigation and other beneficial uses of water. 

Mr. Sayzor. Has there been any doubt, from the evidence which 
you have before you or in your files, thi it the power from the Trinity 
River Division will be high- cost power 

Secretary Seaton. No, s! 

Mr. Saynor. If you, as the Secretary of the Interior and those 
under you do not sell this power for what it costs the Federal Gov- 
ernment to produce it, who must pick up the tab for the difference 
between the cost of the power and the amount you receive from the 
sale of it? 

Secretary Seaton. In the first instance, it would be the people in 
the Central Valle yw ho are served by the local project. 

In answer to the broad question, if this or anything else put such 
an overload on the project that it never could pay out, then of course 
you would extend that financial liability elsewhere. But in this par- 
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ticular instance it would be carried by the people whom the Central 
Valley project serves, as I mentioned this morning. 

Mr. Sayior. Mr. Secretary, am I wrong in my reading and recol- 
lection of the Central Valley project, that it was established and 
authorized by Congress for the purpose of putting water on land? 

Secretary Seaton. No, I do not think so, sir. That is my under- 
standing. 

Mr. Sayvor. Either as a full supply or a supplemental supply ? 

Secretary Searon. That is correct. 

Mr. Encie. Will the gentleman yield to me? 

Mr. Saywor. No. And if the water users do not have the advan- 
tage of the power revenues to help pay for the water, then the farm- 
ers themselves in that area will have to dig down in their pocket 
and make up the difference ¢ 

Secretary Sraron. That is not necessarily the case. The power 
users would carr y the burden, and the farmers would carry the burden 
insofar as the power users as long as it paid out. Of course, if it did 
not pay out, then you have an entirely different situation on your 
hands. 

Mr. Sartor. Let me ask you a question. I do not know whether 
my friend, Mr. Miller from New York, who is still in the House of 
Represent: itives, was in 1955 possessed of a crystal ball or whether or 
not it was just his keen analysis of what some of the people in recla- 
mation have done in the past. But on page 7582 of the Congressional 
Record of June 21, 1955, speaking in opposition to this bill, Mr. Miller 
then said: 

Let us not permit them to get a foot in the door now, then have the gentleman 
from California, Mr. Engle, 18 months from now, when the recommendations of 
the Department of the Interior, and for the utility to do the job, not the Goy- 
ernment, in and oppose it, so then the Government will be in the power business 
in California on the ground that they have already spent the money anyway. 

I will not ask you, Mr. Secretary, to comment on that, but I certainly 
feel that the pe ople of New York, some of the folks in the East, would 
like to commend Mr. Miller of New York for his keen analytical mind, 
because that is just what has happend. 

Mr. Enaie. Will the gentleman yield ? 

Mr. Sartor. In a little bit I will yield, because, to be very frank 
with you, I am taking the gentleman from California, Mr. Engle, to 
task for some of the things that have occurred and that he said in 
the past, and I must of necessity then yield to him to answer them. 

On the same page, Mr. Engle in answer, saying that this was not 
a fact and that Mr. Miller was seeing ghosts under the bed that did not 
exist, said: 

It is a fact, is it not, that the private utility in California, the Pacific Gas & 
Electric Co. is for this bill? 


Then he went on further to say : 

They 

Speaking of the Pacific Gas & Electric Co., and I do not know what 
has happened between then and now— 


have authorized me to say so, and I do say so. I would like to eall that to 
the attention of the gentleman from New York, Mr. Miller, that the private 
utility in California which is currently negotiating with the Department of the 
Interior on this matter is for the bill. 
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Now they were for the bill then. The members of the House were 
told then, this committee was told, and the country was told, that this 
project was not a power project and that it was for the purpose of 
supplying sadly needed water to the Central Valley of California. | 
asked whether or not the cost-benefit ratio was the benefit that would 
come to the project itself, and I was assured by Mr. Engle that the 
reason they wanted to get this underway was that they so badly 
needed the water in the Central Valley that they would be willing 
to let anybody build the power facilities and let that small detail 
take care of itself in the future. 

Mr. Engle said, on page 7582: 

Is it not a fact that so far as this project is concerned that, if they started 
to build it now, it would take 3 years before they got around to talking about the 
powerhouses, and we have instructed them to come back in 18 months? 

Now in about 3 years, my oh my, we find that they have completely 
reversed themselves and that this Pacific Gas & Electric Co. that was 
talked about and was able to build, or was just one of those that could 
build it, was now a terrible thing and you people who have been dealing 
with them are terrible. 

Now, Mr. Secretary, I realize this is not necessarily your testimony, 
but I would like to ask you a few questions, as I have some other people 
who have appeared in here from time to time, with regard to a few 
other projects, and it all ties in with this. 

Mr. Secretary, this SMUD contract, what does that represent? That 
isthe Sacramento Municipal Utility District; is it not ? 

Secretary Seaton. That is right. 

Mr. Saytor. From time to time when we had the hearings up here, 
namely in 1955, we had a man up here who then worked for the Bureau 
of Reclamation, if my memory serves me correctly, and his name, 
I believe, was Spencer. Did you have a man down there that worked 
for the Bureau by the name of Spencer? 

Secretary Seaton. Yes, sir; we did. 

Mr. Sartor. Do you know what capacity he had at that time ? 

Secretary Seaton. He was the regional director, Mr. Saylor. 

Mr. Sartor. What has happened to Mr. Spencer ? 

Secretary Seaton. He has since retired. He is now working for 
the Sacramento Municipal Utilities District. I might say he retired 
of hisown volition. A matter of age, I guess. 

Mr. Sayvor. In 1955 when we were talking about this business—I 
want to talk about what Mr. Engle said then. Then we had hearings 
on the bill that came before the committee, and Mr. Engle made it clear 
that he understood the principal results to be accomplished by the 
SMUD contract that was being considered was on the basis of exchange 
power. Mr. Engle said this: 

What it boils down to is this: that the contract with the Pacific Gas & Electric, 
in effect, acts as a firming device for the Central Valley project. Is that correct? 

Mr. Spencer said: 

That is right, and also governs the revenues to some extent. 


Mr. Enele said: 


In other words, instead of the Federal Government going in and building a 
steam plant to form its own power, those contracts are made in such a way that 
the Pacific Gas & Electric Co. agreed that its 5 million kilowatt system will be 
used to help firm up the power project. Is that right? 
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Mr. Spencer answered : 

That is correct. 

Might I ask you now, Mr. Secretary, whether or not Mr. Engle’s 
questioning of Mr. Spencer back in 1955 on the effect of the contract 
which was entered into by your predecessor with the Pacific Gas & 
Electric Co. had the effect that Mr. Spencer said they did 4 

Secretary Seaton. Yes; that is correct, sir. 

Mr. Saytor. In other words, the Federal Government is using the 
Pacific Gas & Electric system for the purpose of firming up the hydro- 
power that it produces at the various facilities, not just on the potential 
Trinity River division, but throughout the entire Central Valley 
project ¢ 

Secretary Searon. That is correct. 

Mr. Pinion. Will the gentleman yield ? 

Mr. Sartor. In just a minute. 

Now, if there were no Pacific Gas & Electric Co. to do as Mr. Engle 
said, firm up with its 5-million-kilowatt system the hydro power, 
what would be the effect on the power produced in the Central Valley ? 

Secretary Seaton. Congressman, I would like to ask your permis- 
sion to have Mr. Head answer that because that is a somewhat complex 
question, as I am sure you realize. Will you do that, Pat? 

Mr. Hrap. Yes. May I restate your question and then I will answer 
it that way ? 

You are asking what our ability to serve customers in the Central 

Valley would be if we had no firming contract with the Pacific Gas 
& Electric Co. ? 

Mr. Sartor. That is right. The reason I asked that is that I read 
Mr. Engle’s questions and Mr. Spencer’s answers back in 1955. The 
Secretary now says that is the same effect of it. I would like to 
know what would be the effect on the Central Valley project if we 
did not have the effect of that firming power. 

Mr. Heap. In my opinion, we would be able to serve, maybe, 300,000 
kilowatts instead of 450,000. 

Mr. Sartor. In other words, the effect of tearing up this contract 
with P. G. & E., which has been held up to be the biggest recipient 
of power, would mean that you would probably reduce your firm- 
power output by about ae pee, is that correct ? 

Mr. Heap. The figure I gave you would be about a third. 

Mr. Saynor. A third. 

Mr. Heap. This is a hydrosystem which needs firming either with 
a steam plant or this way. 

Mr. Sartor. The only way that you could produce the amount of 
power which you are now doing with the Central Valley system were 
the P. G. & E. not there, would be by building steam plants to firm 
up the power ¢ 

Mr. Heap. To serve the load. 

Mr. Sartor. Yes. Now there has been some complaint, and Mr. 
Engle and others have made a great deal of to-do about this wheeling 
contract you have, saying that certain people in Government are 
complaining about the effect of this wheeling contract and the amount 
that P. G. & E. is being paid for it. If the Secretary of the Interior 
tore up the wheeling contract, what would the effect of it be? 
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Mr. Heap. We would have to build a transmission grid to serve our 
preference customers. 

Mr. Saytor. In other words, to supply the same people that you 
are now serving, and there is no facility of the Federal Government 
in existence that would enable you to serve the preference customers. 
Is that correct ¢ 

Mr. Heap. Except SMUD, of course. We can serve them direct. 
There m: Ly be others who are smaller. 

Mr. Sartor. Am I correct in my analysis of the chart which was 
referred to this morning, that SMUD originally in 1953 when the 
contract was entered into did not have the ability to have any power 
direct of their own, and it was necessary for it all to be wheeled? Is 
that right? 

Mr. Heap. Yes; that is correct. 

Mr. Saywor. And that the figure in fiscal year 1955 showed SMUD 
had to have wheeled to them 865 million kilowatt-hours; is that 
right ? 

Mr. Heap. That is what was wheeled to them; yes. 

Mr. Saytor. And they took no power direct because they had no 
grid system or transmission system of their own. Is that right? 

Mr. Heap. That is right. 

Mr. Sartor. In 1956 they had some wheeling system or some power 
wheeled through them; is that correct? The chart shows 855 million 
kilowatt-hours. 

Mr. Heap. Yes, sir. 

Mr. Sartor. And that they had part of their grid system in effect 
and they took 119 million kilowatt-hours; is that right? 

Mr. Heap. Yes, sir. 

Mr. Saytor. Now in 1957, P. G. & E. wheeled for them 161 million 
kilowatt-hours, and over their own transmission system they wheeled 
for themselves 916 million kilowatt-hours. Is that correct? 

Mr. Heap. No; they took direct 916 million. 

Mr. Sartor. [ am sorry. They took direct on their own grid sys- 
tem. Isthat right? 

Mr. Heap. That is correct. 

Mr. Saytor. Do you have any idea what Sacramento Municipal 
Utilities District spent to provide themselves direct transmission lines 
from the power facilities of Central Valley ¢ 

Mr. Heap. No, sir. 

Mr. Enete. Will the gentleman yield to me? 

Mr. Sartor. In just a minute. 

Mr. Eneote. I have it right here. 

Mr. Saytor. All right. 

Mr. Eneir. Page 44 of the Comptroller General’s report. He has it. 

Mr. Sartor. Let me ask one other question. 

Mr. Secretary, if this project is completed and the power facilities 
are built, will you be able to tear up your wheeling contract with 
P.G.& E. 

Secretary Seaton. Yes, Congressman, we could and, I believe, I am 
correct in saying, without any liability to the Federal Government. 

Mr. Saytor. What is that 4 

Secretary Seaton. I say we could, sir, in answer to your question, 
tear up the contract, and I believe I am correct in saying without any 
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liability to the Federal Government. We, first, would have to build 
some transmission lines, you understand, but there is nothing to keep 
us from doing it. 

Mr. Sartor. Would you be able then to serve preference customers 
that are already buying power from the Federal Government or that 
would be in position to Ses power from the Federal Government if 
you tore up that contract ? 

Secretary Seaton. Sir, only with transmission lines, expenditure 
for that by the Federal Gover nment, and whatever ex xpenditure was 
necessary for a steam plant or something to firm up the power in the 
at of ihe agreement with the Pacific Gas & Electric Co. 

Mr. Saytor. Mr. Sec retary, it has been my impression over the past 
number of years in watching Congress operate with regard to steam 
plants and transmission lines that they have long since grown tired of 
duplicating transmission lines and have refused to do it. I would not 
want to embarrass you by asking you to come up here and request trans- 
mission lines or funds to build transmission lines as long as there are 
facilities there to do it. 

Now, I would like to make this statement for the record: I am 
gravely concerned with the attitude of some of the proponents of public 
power and the attitude they take toward the public utilities that pro- 
duce and service most of America. Their attitude is that the people 
and the customers that are serviced by the usual public utility are not 
even citizens of the United States, they are just those poor slaves that 
all they do is dig down in their pockets and pay taxes and make it pos- 
sible for tax-free facilities to be built. 

Their attitude is, if you do not like what somebody else is getting in 
the area, come on and jump in the pool and get more for yourself. That 
is not the attitude that made this country. 

Our utilities throughout the length and breadth of this land are 
under the control of, first, the Federal Power Commission, and they 
are under the control of the public utilities commissions in each one of 
their States, and the people that own them are not big people, they are 
little people, they are stockholders, as was testified here by Mr. Gerdes 
when he was here and gave us the report of the stockholders and the 
average holdings. They are citizens of the United States, and they 
are entitled to some consideration, too. 

I want tocommend you—I do not say all of the things in this contract 
should be approved, there are some few things in here you have already 
indicated that could be changed, and the Pacific Gas & Electric have 
indicated some changes they would like to make. But it is that kind 
of thing that is making it possible, I think, to help get the Federal 
Government out of the power business they are in and let the power, 
wherever it may be, be made available to all of its citizens. 

Those are some of the things I want to see done. 

I want to commend you and commend some of the people working 
with you and therefore working on this project. I think you have done 
a conscientious job, and the people that want to shoot at you forget 
about the fact that they would not have had this project on the books 
and you would no have had 37 percent under contract if there were 
any idea in the minds of the Members of Congress that was the kind of 
treatment you were going to get. 

Mr. Enexr. Will the gentleman yield? 
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Mr. Sartor. Now, I will yield, since I have taken my good friend 
Mr. E ngle’ s name in vain, I will yield to him. 

Mr. Enate. I will assume the gentleman knows that the Trinity 
River Act which was be fore the House at the time he mentioned, pro- 
vides for all-Federal construction of the powerhouses. You are aware 
of that, are you not? 

Mr. Sartor. Iam aware of it. 

Mr. Enetx. Do you have any objection to the record showing that 
when the bill was on the floor for debate the distinguished gentleman 
from Pennsylvania, Mr. Saylor, supported it and made a speech for it ? 

Mr. Saytor. I was one of those like Mr. Miller that got taken in. 
|Laughter.] If I knew what I know today, if I had had no more 
confidence in the word of the gentleman from California than I do 
we I would not have been taken in. But then I thought there was 

sally a conscientious effort being made to try to have this develop 
ona pi artnership basis. What I am now finding out and the gentleman 
is now proving by showing to us that was never the intention, that 
this was merely a sneer and a delusion and a nice way of getting people 
in to supporting this project. 

Mr. Enere. Will the gentleman yield for a further observation ? 

Mr. Sayror. I certainly will. 

Mr. Enexe. Will the gentleman point to the place in the record 
at any time I ever made the statement I intended to support the 
P.G.& E. proposal ? 

Mr. Saytor. At that time there was no P. G. & E. proposal, so that 
nobody knew whose proposal it was going to be. 

Mr. Asprnatu. The Chair would have to suggest—— 

Mr. Sayxor. I will reserve the balance of my time, Mr. Chairman. 
I thank you for being so courteous and patient with me. 

Mr. Asprnaty. The Chair has been charitable. The gentleman has 
used 40 minutes. 

Mr. Sayzor. I have one other question here. There is one other 
thing I would like to get in the record, because there has been a great 
deal of complaint with regard to discrepancy in the figures that have 
come up here. 

I think if you will go back and look at the record in 1955, you 
will find that the errors which have been specified here came out of 
the regional office in Sacramento and the man that was in charge of 
the regional office was Mr. Spencer. 

Now, Mr. Chairman, when Mr. Engle was talking about those fig- 
ures, Mr. Spencer appeared here as a principal witness in 1955, and 
Mr. Engle said about him in those hearings: 

Mr. Spencer has a lucky streak with him. He not only worked on the Hungry 
Horse and made it, from the standpoint of constructing, one of the most suc- 
cessful in reclamation history, but now he is out in California where he is going 
to deal again with one of the finest projects reclamation has ever had. He 
will add another string to his bow by the construction of the Trinity in the same 
efficient way that he constructed the Hungry Horse. 

I do not know whether I had the crystal ball that day or not, but 
this is what I said: 


Without committing myself to the gentleman from California, I might admonish 
him to remember the age-old story of not counting the chickens 
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They are in the hatching process at this point. 

Mr. Spencer did not develop the revised figures. He submitted 
them, and then they took them back and you Tevised them in your 
office, Mr. Secretary. Is that correct? 

Secretary Seaton. That is correct, and immediately informed this 
committee and the Congress. 

Mr. Sartor. I think you said he retired of his own volition and he 
is working now for the Sacramento Municipal Utilities District; is 
that right ¢ 

Secretary Seaton. I think that is correct, 

Mr. Saynor. Since Mr. Engle in 1955 had such great admiration 
for Mr. Spencer, the thought just came to me that Mr. Engle had 
confidence in the engineering of SMUD. He must have. But he 
does not have confidence in the engineering that SMUD has confidence 
in. I think it is a rather amusing setup here. At one time when 
Mr. Spencer’s figures suit him they are fine and the next time the 
same gentleman does not quite come up to Mr. Engle’s expectation. 

Mr. Eneir. Will the gentleman yield? 

Mr. Sayvor. Yes. 

Mr. Enete. Mr. Spencer did not set up these last figures. 

Mr. Sartor. No; | told you he did not set up the last figures. He 
made the mistake, and I commented on the fact he made a mistake, 
and it was necessary for the Secretary to bring the figures back and 
have them all corrected. 

Mr. Eneir. We will take another look at these figures. This is the 
first time we have seen them. This is the third revision, by the Way, 
of those figures. 

Mr. Asprnaui. The Chair recognizes the gentleman from Okla- 
homa, Mr. Edmondson. 

Mr. Epmonpson. Mr. Secretary, in your principal statement you 
made the admonition to the committee that we should proceed very 
carefully on this matter of a renegotiation clause. I would like to 
have, if you are prepared to give it, what your best judgment is on the 
question of whether or not the contract should contain a renegotia- 
tion clause. Do you believe it would be in the best interest of the 
Government to have it in or not ? 

Secretary SEATON. Congressman Edmondson, I suppose you could 
argue to doomsday about it, but what I tried to point out was sub- 
stantially this: in the first place, because it is perfectly obvious, the 
Congress has the ays r to provide for a periodic review of the falling 
water payment if it wants to, and I am responsive to whatever the 
Congress wants ai does in a duly authorized way, we would go along 
with that. But I pointed out that the Government’s Trinity costs 
will be incurred in the next few years if we proceed in an orderly 
way in construction of this project, which we certainly expect to do. 
So it is certainly a known quantity. 

We also have another known quantity in the overall Central Valley 
project as it has been constructed to this time. 

Under the terms of the proposed contract it makes a good financial 
arrangement for the Federal Government. Now, if you renegotiate 
and you find that you want to set it at a lower figure, you then of 
course are always taking the chance that you will have less income 
than you otherwise might have if you leave it alone. I suppose you 
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could balance against that, the possibility you might have more in- 
come. But the point is that we need the income which the contract 
now provides in order to have an orderly financial pay out of the proj- 
ect, and it covers that. 

So we have nothing to gain by getting more money than we need 
as compared to not getting enough money that we need. That was my 
point. I repeat that is up to the Congress, as I think it ought to 
be. I think it is incumbent upon us to make a recommendation, and 
if we cannot convince the Congress of the correctness of the recom- 
mendation, obviously Congress has the right to amend or reject it. 

Mr. Epmonpson. Are your other contracts that provide for project 
repayment subject to revision ? 

Secretary Seaton. We pointed out that certain of these Pacific 
Gas & Electric contracts which we now have, wheeling and interchange 
contracts, are subject to revision on our part unilaterally at any time, 
It is not that I am opposed to the principle of renegotiation at all, 
sir. I just felt it incumbent upon me to point that out in this par- 
ticular instance it would be wise for all of us to think carefully about 
what we propose to do, and I tried to make it plain that, if you do 
it, we will live with it. 

Mr. Epmonpson. What is the prevailing trend in that area on the 
price of power? Has it been a relatively steady thing or upward or 
downward during the last 25 years ? 

Secretary Seaton. You have the evidence of the recent rate adjust- 
ment granted Pacific Gas & Electric by the California Public Utilities 
Commission which I understand is one of the most highly considered 
in the country. As I tried to point out, we do not negate the re- 
negotiation. I tried to point out, with thermonuclear processes, and 
all of that sort of thing coming along, nobody has a crystal ball so 
clear as to be able to absolutely prophesy without error those costs 
will not come down and not go ahead. 

You do know this: there are many places over the country where 
because of increased technological processes you have been able to 
absorb increased labor costs and other things without increasing power 
rates. In some cases, power companies have made a reduction of 
rates. This is not completely black and white. I do not believe it is, 
sir. 

Mr. Epmonpson. Then in California, which has grown so rapidly 
and which If understand has a forecast for an outstanding future 
growth as well, it is not likely the power costs will be up for some 
time to come ¢ 

Secretary Szaron. I do not want to make such a prophecy, because 
I do not have the right to make it. 

I want to repeat what I said in my opening statement. I have no 
intention of negating the renegotiation if the Congress of the United 
States wants it. 

There is one other point, and that is the cost of the Federal Gov- 
ernment as embodied in the Trinity project or the Central Valley 
project will not be going up because the part on which this is predicated 
will have been completed. You do not get any increment in costs 
of construction after it is in construction and operation. 

Mr. Eneur. Will the gentleman yield ? 

Mr. Epmonpson. Yes. 
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Mr. Enete. The contracts with SMUD and other preference con- 
tracts on which project repayment are dependent are subject to 
renegotiation, are they not ? 

Secretary Seaton. You have two entirely different things, Congress- 
man Engle. One of them is the matter of the failing water, and the 
other is the renegotiation of the interchange and wheeling contract 
rates. 

Mr. Enote. I am not talking about that. 

Secretary Seaton. What are you talking about ? 

Mr. Enatez. I am just talking about the business of selling power. 
I disagree with you completely, and I am going to ask Mr. Bennett to 
put his finger on the section in the contract where they can be renego- 
tiated. 

Mr. Seaton. Congressman Engle, what we are proposing to do is sell 

wer at the market value of it, whereas the preference customer is 
only obligated to pay the cost. I will repeat, if the committee and 
the Congress wants to put a renegotiation clause in here, go right 
ahead, : and we will do our best to live with it. 

Mr. Enete. You do not mean to say the preference customers just 
repay the cost of the power when you know that power revenues are 
supplying a subsidy to water ? 

Secretary Seaton. We know there are large subsidies buried in 
there, but you do not treat preference customers as you do other cus- 
tomers in the sale of power in your State or any place else as a general 
rule. 

Mr. Enetx. The contracts have to be sufficient to pay the project 
out. 

Secretary Seaton. We hope they are. 

Mr. Enate. Yes, and they are subject to renegotiation. You are 
saying it is a solid contract with no renegotiation in it with Pacific 
Gas & Electric, but with no one else. 

Secretary Sraton. Only as far as falling water is concerned. 

I repeat, sir, if you or anybody else can write the language and want 
it adopted, we will do our best to make it work. 

All this colloquy is about, Congressman Engle, is that we felt it 
incumbent upon us to raise warning flags. I felt that was my re- 
sponsibility to the committee. If the committee does not agree with 
me, all they have got to do is vote it down. 

Mr. EnGix. Then why not give SMUD a contract with no escalator 
clause in it ? 

Secretary Seaton. I might say this, with no reflection on SMUD, 
which is a very decent public entity in California—that if it wanted to 
undertake to buy power from us at the market value, we would be 
very glad to sign the contract. 

Mr. Enare. They have a contract but it is subject to renegotiation. 

Secretary Seaton. It is not at market value. 

Mr. Enaie. But their payment is predicated upon the amount re- 
quired to repay the project cost. You say if we make the P. G. & E. 
contract subject to renegotiation we put the case in flux. 

Secretary Sraton. I did not say that at all. You have got me very 
confused, because this morning I thought you were arguing we ought 
to increase all the Central Valley project rates. 

Mr. Enate. I just asked why you did not do it. 
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Secretary Seaton. And this afternoon you ask why we don’t increase 
the rates to SMUD. All I am trying to do is make the project work. 

Mr. Enete. I do not want to get in an argument with you. 

Secretary Seaton. I cannot win one with you, so I do not either, 
sir. 

Mr. Enete. I just say you are treating one class of customer one 
way, with the contracts subject to renegotiation, while the contract 
with P. G. & E. is not subject to renegotiation at all. 

Secretary Seaton. I beg of you to keep the falling water in one 
category in your mind and the power rates in the other. I might say, 
when you compare the SMUD rates with the P. G. & E. rates, we 
expect to charge somewhere in the magnitude of 10 mills to P. G. & E. 
and we are selling SMUD somewhere around 4.5 mills. I repeat, if 
in the wisdom of the committee they want to write in renegotiation, 
it suits me fine, because I have already discharged my obligation of 
pointing out how that might cost the Federal Government money dur- 
ing that 50-year period, which, if it happens, will redound to the 
detriment of your district. 

Mr. Encte. So might all the other preference customers. What 
I am saying is they all ought to be treated the same with reference to 
project repayment. 

Secretary Szaton. As far as power is concerned, they cannot be 
treated the same as long as we charge SMUD 4.5 and P. G. & E. 10 
mills. 

Mr. Epmonpson. Let’s see if we can get over on another track a 
minute here. 

Another admonition that was given the committee by a previous 
witness was to this effect, and I would like to get your comment upon 
this admonition that we received several days ago: 

With further reference to this same general point, I suggest the committee 
will want to consider carefully the fact that H. R. 6997 would disassociate 
Trinity power from the remainder of the CVP. The future of California depends 
in great measure on the further development of its water supnlies. Additional 
water and power for pumping are needed quickly in the north and south San 
Francisco Bay areas, in the San Joaquin Valley, and for the area south of the 
Tehachapi Mountains in southern California. Whether the San Luis unit should 
be added to the CVP, either as an all-Federal, joint Federal-State, or all-State 
project, is now being considered by your committee. All agree the project must be 
built, it is only a question as to which agency is to build it. 

The Feather River project, now under way as a State development, contem- 
plates the movement of water from north to south on essentially the same 
route as would be used by the San Luis Canal. Regardless of what agency builds 
these facilities, great quantities of power are needed to move water to areas 
of pressing need. The use of power developed on Bureau of Reclamation multi- 
ple-purpose projects has always been given first priority for irrigation pumping. 

This is the question posed to us the other day about Mr. Morris. I 
posed the question whether it is wise for the Government to assign 
this valuable Trinity power to a utility company rather than to reserve 
it for future pumping on either a State or a Federal project. It is 
one thing to have this large block of power kept on ice for pumping 
purposes in the hands of the Federal Government. It is quite another 
thing to have the Federal Government to sell this power and have to 
purchase it back later on to-use for pumping. 

Can I have your comment on that? 

Secretary Seaton. Yes, youcan, Mr. Edmondson. In the first place, 
I think you have to make some sort of evaluation, that first things come 
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first. We presented testimony here this morning that I do not think 
has been objected to, and that is that the power involved in the Trinity 

roject is exceedingly high-cost power. Mr. Head here, who is trained 
in this field, said he ‘computes it to be around 8.9 mills. What we are 
doing in one case here is to convert a liability into an asset for the 
overall Central Valley project. If we get the money out of sale of this 
extremely high-cost power, so that we neither cut back on the revenues 
of the Central Valley project in the one instance, nor do we have to 
increase the rates of all the Central Valley project users in the second 
instance, then we have converted that so-called liability into an asset. 
So I think first things come first. 

If there were something inherent in this that somebody could look 
at a crystal ball and say, “You never will have the power you need 
to pump water in California,” I think that ought to have very serious 
consideration. But I do not see how you can say that in this instance 
when (1) it is very high-cost power and, (2) it is relatively little. 
The total production is not going to pump very much. 

Mr. Epmonpson. Is there early prospect for other projects for the 
availability of low-cost power for pumping purposes ? 

Secretary Sxaton. Mr. Bennett tells me something like this: that 
the company said the other day—I am not clear whether that was 
in testimony here or in conversation with some of our principals, but 
I think here—that they were prepared to furnish power for pumping 
purposes at about half the 8.9 mills we are talking about, which is 
the cost of the Trinity power. 

I might say—and not being sarcastic, sir, with all the esteem I 
have for the distinguished Congressman from California—I am sure 
he and his colleagues will be able to bring other projects to Cali- 
fornia to furnish the power. I do not think they have come to the 
end of their rope, and I am ready to cooperate to that end. 

Mr. Epmonpson. I am sure that will be good news to them. 

Mr. Sartor. ‘Will the gentleman yield ¢ 

Mr. Epmonpson. Yes; : | will be gl: id to yield. 

Mr. Saytor. Would you ask the Secretary to comment further 
on Mr. Morris’ statement along this line? Basically, Mr. Morris’ 
statement, as far as keeping the power, the bloc of power available 
for future use, is something that I have tried to get people to do, but 
they tell me that the philosophy of the Federal Government is that 
you have got to get all of the revenue out of the power at once. That 
was the reason given to this committee back in 1952 when SMUD 
came along and ‘got this contract for this tremendous bloc of power. 
In other words, the Federal Government does not provide for the 
orderly development of an area. 

Mr. Epmonpson. Does the Secretary care to add anything to what 
the gentleman from Pennsylvania said on that score ¢ 

Secretary Seaton. I would like to refer the question to Mr. Head, 
if I may, because it is a technical one, if he has something to add, 
and that I do not know. 

Mr. Heap. I sat through these hearings the week before last, and, 
of course, I am very much acquainted with Mr. Morris’ statement. 

Mr. Epmopson. I did not understand. 

Mr. Heap. I said I am acquainted with Mr. Morris’ statement. 
There is one thing that seems to need clarification. We assign our 
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power for project pumping first. The balance then is the capability 
of our load of serving other customers. As far as San Luis is con- 
cerned, it is not a question of buying power to service the San Luis 
pumps. We serve those San Luis pumps from the project. If we do 
not have enough to meet our contract commitments with the prefer- 
ence agencies after that, then we buy to support those preference 
agencies, but we service our pumps first. 

Mr. Epmonpson. Would that take care of these needs which are 
itemized in the statement I read, in the north and south of San Fran- 
cisco Bay areas, in the San Joaquin Valley area, and for the area 
south of the Tehachapi Mountains in southern California? 

Mr. Heap. Those areas across the Tehachapis? 

Mr. Epmonpson. Yes. 

Mr. Heap. The Trinity project could not even make a dent in the 
amount of power required to lift that water over the Tehachapis into 
southern California. There just is not enough power available in 
the Central Valley project to do that type of pumping. 

Mr. Epmonpson. Could it contribute to meeting that power need? 

Mr. Heap. Of course, it can contribute to meeting it. We can take 
the full capability of our plant 

Mr. Epmonpson. Do you believe that is an imperative need in that 
area ? 

Mr. Heap. I consider there is imperative need all the way down 
from the delta in California in the San Joaquin Valley, and also 
south of the Tehachapis. 

Mr. Epmonpson. I want to ask a further question along the lines 
of the Secretary’s response about the company’s willingness to supply 
this power for pumping out one-half the cost of the power. Is that 
a part of the contract which we have before us? 

Secretary Seaton. No, it is not, sir. 

I further understand that their offer was around 3.2. But I would 
make this observation, if I may, bearing in mind you know you have 
got at least 8.9 mill power on your hands in Trinity: the moneys 
which we get from the Pacific Gas & Electric Co. as payment for the 
falling water in this contract obviously would enable us to purchase 
power, if we chose, from Pacific Gas & Electric for these pumping 
purposes or other pumping purposes cheaper by far than we could 
ones it in the Trinity, because, I repeat, this Trinity power—and 

said this morning I am sorry it is there, but it is a recognizable 
fact—is extremely high cost power. You have to balance it off, Mr. 
Edmondson, at 8.9 against 4.4 of the overall Central Valley project, 
and there it is. 

Mr. Epmonpson. Would that cost be the same under both the in- 
cremental method of figuring cost allocation and the separable cost 
remaining benefits methods? Would it be at the same level? 

Mr. Heap. Are you asking under two different methods of alloca- 
tion do we come out with the same answer ? 

Mr. Epmonpson. I am asking would it be less, the power cost, under 
the incremental method of figuring cost allocation than in figuring it 
on the separable cost remaining benefits method we had a few years 
ago? 

Mr. Heap. I would like to refer that to our economics expert. I 
am not sure. 
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Mr. Bisnor. If you use the incremental method of allocation in 
which you have less cost assigned to power than by the separable 
cost. remaining benefits method, the answer to that case would be 
“Yes,” 

Mr. Epmonpson. It would be a lower cost to power in the incre- 
mental method ? 

Mr. Bisnor. Yes. 

Mr. Epmonpson. I have no further questions. 

Mr. Asprnaty. The gentleman from Arizona, Mr. Rhodes. 

I would suggest there are 40 minutes left. 

Mr. Ruopes. Mr. Secretary, I just want to firm up a couple of 
things in my own mind. I have been at a loss ever since we had the 
San Luis project up here, and I am more at a loss right now, to know 
what power will be used for San Luis pumping, assuming Trinit 
will be on the line; and, second, how much that power will cost; and, 
third, what effect the partnership concept as against the all-Federal 
concept would have on the feasibility of San Luis. 

Secretary Seaton. Governor Aandahl, who is Assistant Secretary 
of the Interior, made the presentation on the San Luis, Mr. Rhodes, 
and I think he would be prepared to answer those questions in specific. 

Mr. Ruopes. The first is where the power comes from that goes to 
the San Luis pumps. 

Mr. Aanvant. If the Trinity is built under the joint arrangement, 
then the power for San Luis would all come from the remaining Cen- 
tral Valley projects—Shasta, Keswick, Folsom, and Nimbus—and 


would be available at the irrigation rate, which is 21%% mills. 
Mr. Ruopes. That is in event of the passage of H. R. 6997? 
Mr. Aanpanu. Yes. Now if you have all-Federal construction, you 


just have Trinity added to the part, and there is a little more power 
to choose from, but there is ample in the Central Valley project without 
Trinity to take care of the San Luis project. 

Mr. Ruopes. Then is the cost to San Luis as far as the pumping 1s 
concerned the same under either plan ? 

Mr. Aanpanu. That is correct. 

Mr. Ruopes. If the partnership concept is followed, do you have 
to add the wheeling charge to the operation and maintenance costs for 
San Luis? 

Mr. Aanpauu. That would be true under either arrangement. 

Mr. Ruopes. Under either arrangement there is a wheeling charge ? 

Mr. Aanpanu. That is correct. 

Mr. Ruopes. Mr. Secretary, as far as this contract for wheeling is 
concerned, as I understand it, the existence of that contract is the 
reason why we have only 1 power grid in the Central Valley instead 
of 2 power grids. Isthat not correct? 

Secretary Seaton. I think that is correct, except, of course, for the 
lines which the Sacramento Utilities District has, which it owns and 
operates. If we did not have this contract, we either could not give 
the service, or the Federal Government would have to build additional 
transmission lines, which would by their very nature be duplicating. 

Mr. Ruopes. Of course, that would add somewhat to the cost of the 
power to the users, I presume. 

Secretary Seaton. That would be an inevitable result. 
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Mr. Ruopes. So actually this contract, speaking medically, is the 
umbilical cord that binds the Central Valley project to feasibility, 
If you did not have this contract, would you not have to do two things 
to sell power—one, to construct a grid, and, second, to build steam 
plants to firm up the power from the project ? 

Secretary Sraton. To have the same output, I am quite clear that 
would be the case, you would have to have the steam plant and the grid, 
as you call it. 

Mr. Ruopes. I have another question, and this is another matter 
which puzzles me. The bill which we passed authorizing the Trinity 
River development authorized the Secretary to negotiate with anybody 
who wanted to build those power facilities. Did anybody, any group 
or any corporation other than Pacific Gas & Electric offer to negotiate 
for the construction of the powerhouse and grid for Trinity ? 

Secretary Seaton. I could not testify that no one evidenced any 
interest, no matter how slight. I can testify that to the best of my 
knowledge no one other than Pacific Gas & Electric ever even came 
close to offering us a proposal for a joint venture. I was so advised 
by Secretary Aandahl and the Commissioner of the Bureau of Recla- 
mation. 

Mr. Ruopes. The cost of the construction of the powerplant, for 
which the contractor would be responsible, is some $60 million; is 
that correct ? 

Secretary Seaton. On presently estimated costs; yes, sir. 

Mr. Ruopes. Are you aware of the fact that SMUD has constructed 
or is in the process of constructing works on the American River and 
that the cost of those works is somewhere in the neighborhood of $80 
million ? 

Secretary Seaton. Frankly, Congressman, I do not know that those 
are the facts. I do understand that they are either building or in the 
process of getting ready to build those works, but I personally am not 
in possession of those facts. 

Mr. Ruopes. The question in my mind, then, is whether you or any 
of your people know why SMUD decided to build the works on the 
American River for $80 million instead of building the powerhouse 
on the Trinity River for $60 million. 

Secretary Seaton. Congressman, I guess I would have to say that 
that question would, of necessity, have to be directed to SMUD. 

Mr. Ruopes. Your answer, then, is you do not know ? 

Secretary Seaton. I donot know. I assume it indicates some lack of 
interest on their part in this particular portion of power. 

Mr. Ruoprs. That is all. 

Secretary Seaton. We would have welcomed their participation ina 
joint venture. I can assure you of that, sir. 

Mr. Eneie. At this late stage? Did yousay you would now welcome 
their participation ? 

Secretary Seaton. We would welcome the participation of any pub- 
lic body in a joint venture, Congressman Engle, but it appears to me 
SMUD has a whole lot better proposition now than the one which we 
are able to give under the terms of this bill, in view of the cost of this 

roject. I suspect that is the reason they did not come forward. 
hey had plenty of opportunity. 

Mr. Asprnati. The Chair recognizes the gentleman from California, 


Mr. Sisk. 
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, Sisk. I have several questions that I am concerned about here. 

I slabs say in the beginning that my good friend from Pennsylvania 

made a very eloquent : appeal for these poor, downtrodden private util- 

ity companies, and I suppose we all should be concerned about them. 

Primarily, though, I am concerned about the welfare of some irrigators 
and others down in the valley. 

Mr. Secretary, what was the benefit-cost ratio of Trinity? What 
was that determined to be at the time that project was up for passage ? 

Mr. Heap. It was over 3 tol. Slightly over 3 to 1. Ido not have 
it before me. 

Mr. Sisk. That was my understanding. I know it had a very fine 
ratio. How did you arrive at such an excellent benefit-cost ratio on 
Trinity? For example, what were the prime factors, 1, 2, 3, that 
were used in determining that benefit-cost ratio on the Trinity project 
as a whole, which, of course, anticipated the construction of power- 
plants and irrigation, and so forth. Can you enumerate in 1, 2, 3 
order what points were used in the determination of the benefit-cost 
ratio of the project ? 

Mr. Heap. Yes. Trinity has two functions: irrigation and power. 
It has no flood contro! function and no navigation, a very small amount 
of Mand I. Pardon me. No M and I, just two functions. Power 
values are based on alternative cost, that is, on the alternative steam- 
electric cost. That is considered the benefit, that is, what it takes to 
replace or substitute for the power you would develop on Trinity 
determines your power benefit. 

The irrigation benefit is determined on two bases, direct benefits 
and indirect benefits. The direct benefits are from putting water to 
the land and the accomplishments of that land with irrigation versus 
without irrigation. If you have supplemental service, it is the addi- 
tional accomplishments over what they had before. That is the 
direct benefit—the additional revenues Aas the land. 

The indirect benefits to irrigation are those benefits flowing to the 
area, such as food processing “and markets for it, and so forth. 

Mr. Sisk. Let me ask a further question, then, Mr. Head. Assum- 
ing that we had constructed the Trinity project without any consider- 
ation for power, strictly for irrigation—which, of course, we do in some 
instances like Millerton or the Friant Dam—what would have been 
the benefit-cost ratio in that instance ? 

Mr. Heap. I cannot answer you. We considered it as a multipur- 
pose project and it has always been allocated on the basis of a multiple- 
purpose project. If you would like to know what it would cost, Mr. 
Bishop may be able to get it for you by tomorrow. If you constructed 
a Trinity River division, gave it the same water ac complishments, as a 
single-purpose project as we have in the multiple-purpose project, you 
would like to know what the benefit-cost ratio would be from that 
standpoint ? 

Mr. Sisk. That is correct. Because naturally I am curious to know, 
particularly in view of what the Secretary has said here today, just 
how high that particular thing will have to be in order to take care 
of the ter rific drag the power would have on it. Apparently the price 
of power is going up daily here. 

| was a little interested in the question by the gentleman from 
Oklahoma a while ago and the answer of the Secretary about the cost 
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of power. Power has gone up regularly here recently, and now I 
peieiegtanil it is almost up to 9 mills here. Apparently that would in- 
dicate, unless you had a very high benefit-cost ratio in the irrigation 
benefits, that with this deplorable oe we are talking about power 
would practically wreck the feasibility of the project. 

Mr. Heap. We must distinguish between allocation—benefits and 
costs—and payout. They are on a different basis. We are not collect- 
ing—in the all-Federal Trinity, as the Secretary stated, with a sur- 
plus of $113 million, we are not collecting that value. That is where 
the drag is. The question you just asked is on repayment, and it is 
entirely different than the allocation process. We do not allocate on 
the basis of potential revenues received, we allocate on the basis of 
benefits and values. 

Mr. Sisk. The original economic feasibility and your benefit-cost 
ratio on Trinity were determined and studies were made with the idea 
in mind that it would be a multipurpose project built completely by 
the Federal Government. Is that right? 

Mr. Heap. Yes; that is correct. All of our analyses on benefit-cost 
ratios as far as Trinity is concerned then and now are based on an 
all-Federal project. 

Mr. Sisx. I do not wish to impose too much upon the committee’s 
time. I understand you are going to get those figures for me and 
have them tomorrow ¢ 

Mr. Heap. Yes; we will. 

Mr. Asprnatu. Unless there is an objection, the figures will be re- 
ceived and placed in the record at this point. The Chair does not 
intend to have these witnesses before the committee tomorrow. 

Hearing no objection, it is so ordered. 

(The information follows.) 

The estimated ratio of benefits to costs for a Trinity River Division that did 
not include provision for generation of hydroelectric power would be 3.7 to 1.0 
on the basis of total benefits and 2.0 on the basis of primary benefits only. 

Mr. Sisk. Mr. Secretary, assuming that this partnership proposal 
becomes a reality, your figures indicate there would be available for 
project pumping and preference customers, and so on, 400,000 kilo- 
watts; is that right ? 

Secretary Seaton. Yes, sir. That is without San Luis, you under- 
stand. 

Mr, Sisx. I understand that. I understand SMUD has a 40-year 
contract for 290,000 kilowatts; is that right? 

Secretary Seaton. I believe that is correct. 

Mr. Stsx. That leaves then, as I figure it, 110,000 kilowatts. What 
will be the requirement at San Luis under the most recent proposal ? 

Secretary Seaton. Mr. Head, can you answer that? 

Mr. Heap. The same as before, 760 million kilowatt-hours annually. 

Mr. Sisk. Or approximately 180,000 kilowatts is the demand that 
will be required, right ? 

Mr. Heap, I am informed that is correct. 

Mr. Sisk. That leaves a deficit here, then, if I am not mistaken, 
of 70,000 kilowatts, and that is assuming that you write off all of 
the other preference agencies completely and simply. 
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Mr. Heap. Congressman Sisk, we have taken all the project pump- 
ing out before we arrive at the preference agency load. The 400,000 
is after we have taken care of all pumping. 

Mr. Sisk. In other words—state that again. 

Mr. Heap. We take care of our pumping load first. Then what we 
have left is our capability to serve preference agencies. 

Mr. Sisk. Let’s look at it this way, then: Assuming San Luis is 
built, what will be the balance you have left? 

Mr. Heap. Under what condition | 

Mr. Sisk. Under the joint proposal. 

Mr. Heap. The partnership proposal ¢ 

Mr. Sisk. Yes. 

Mr. Heap. We would have around on the average of 250,000 kilo- 
watts of dependable capacity remaining. That is under joint develop- 
ment, you asked ? 

Mr. Sisk. That is right. 

Mr. Heap. We have a long-term contract with SMUD for 290,000 
kilowatts. 

Mr. Sisk. Right. 

Mr. Heap. We serve that 290,000 kilowatts by buying the differ- 
ence between the 250,000 and the 290,000. Using a very important 
amendment to the sales and interchange contract, the use of non- 
dependable capacity to support this firm load of 290,000, our projec- 
tion is on an average we would buy 15,000 kilowatts of capacity and 
use 25,000 kilowatts of capacity of nondependable, which in our pres- 
ent contract we could not do. 

Mr. Sisk. I do not know. Maybe they did not teach me arithmetic 
correctly, or else you have me completely lost. 

Mr. Heap. I am sorry. 

Mr. Sisk. Because you take 400,000 kilowatts 

Mr. Asprnauu. Mr. Sisk, the purpose of the hearing is to get the 
figures the gentleman is giving you and if his answers are wrong he 
has got to stand on them. 

Mr. Sisk. That is the point I am hoping to bring out, I might say, 
Mr. Chairman. 

Mr. Heap. I believe I can clarify it for you, Congressman. 

Mr. Sisk. If you can, fine, because you cannot get the number of 
kilowatts out of 400,000 you have given. 

Mr. Heap. Let me give you the rundown all the way. If we do 
not have any San Luis in the project for the time being, if we built 
the project all-Federal, we serve a preference agency load of 650,000. 
If it is built jointly, we can serve a preference agency of 400,000. 

Mr. Sisk. Right. 

Mr. Heap. This is all after pumping—when we add San Luis to 
the project, and under an all-Federal project we estimate we can 
serve a preference-agency load of 470,000. 

Mr. Sisk. Right. 

Mr. Heap. If we add San Luis under the partnership we can serve, 
we could serve the 290,000 with the dependable capacity capability 
of 250,000. 

Mr. Sisk. If you take 180,000 kilowatts from 400,000 kilowatts you 
have 220,000 kilowatts left, not 250,000. I have lost 30,00 kilowatts 
somewhere. 
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Mr. Heap. As you realize, we draw back and serve our pumps first. 
San Luis comes in and it comes in in a different pattern than our 
irrigation prior to San Luis came in. It has an effect in the way it 
comes in on our ability to serve preference customers. 

I would like to give it detailed to you, if I could, Mr. Chairman, 
in a memorandum, so I can go down the line for you. I can see your 
confusion, and I do not seem to be able to help you right now. 

Mr. Sisk. Probably I am confused, Mr. Head. 

Mr. Heap. It is a different distribution. 

Mr. Sisk. There are just so many kilowatts available here, and I do 
not see where you are picking up 30,000 difference here. 

Mr. Chairman, I would like to ask permission this memorandum be 
made a part of the record. 


Mr. Asprnau. Unless there is an objection, it is so ordered. 
(The information follows:) 


E¥FFect OF ADDING THE SAN LuISs UNIT ON THE ABILITY OF THE CENTRAL VALLEY 
Prosgect To SERVE PREFERENCE AGENCY LOAD 


As determined by criteria set forth in Contract I 75r—3428, dependable capacity 
of the Central Valley project with the Trinity River division added as an all- 
Federal project would be 730,000 kilowatts under full development. Dependable 
capacity is a term, as defined in the contract, for capacity available at all times 
supported by amounts of energy totaling 2,780 kilowatt-hours per kilowatt per 
year which makes this capacity usable in the Pacific Gas & Electric Co. system. 
Due to the higher energy requirements of preference customers (about 4,800 
kilowatt-hours per kilowatt per year) only 650,000 kilowatts of this capacity 
could be used to serve preference agencies. The remaining 80,000 kilowatts of 
dependable capacity is thus made available to the Pacific Gas & Electric Co. 

The addition of the San Luis unit with its large pumping load, which has first 
preference from CVP power generation decreases the dependable capacity usable 
by the company to an average 600,000 kilowatts. The high energy requirements 
of the San Luis pumps decreases also the energy available to serve preference 
customers and the remaining energy is sufficient to support a preference customer 
load of only 470,000 kilowatts. 

If the Trinity River power facilities are constructed under joint development 
with the Pacific Gas & Electric Co. dependable capacity of the existing Central 
Valley project plants would average 400,000 kilowatts. This dependable capacity 
is computed on the basis of the revised Contract I 75r—3428 as proposed by the 
company as part of negotiations for joint development. Although the company 
agrees to support 450,000 kilowatts of preference-agency load, our computations 
indicate that only about 400,000 kilowatts could be served without decreasing 
project surpluses. The preference-agency energy requirements under the pro- 
posed contract are limiting only as they affect the cost of purchased support 
power since the Pacific Gas & Electric Co. agrees to firm up 450,000 kilowatts 
regardless of project dependable capacity or energy generation. 

Addition of the San Luis unit under these conditions would decrease average 
dependable capacity to 250,000 kilowatts. Serving preference customers with 
a combined demand above 250,000 would decrease project surplus. It was 
assumed that our long-term contract of 290,000 kilowatts with the Sacramento 
Municipal Utility District would be met by purchase of support capacity and 
energy from the Pacific Gas & Electric Co. 

The 180,000 kilowatt figure, quoted by Congressman Sisk and concurred in by 
Mr. Head, on page 541, of volume 6, of the transcript of hearings on H. R. 6997, 
is approximately the peak capacity requirement for the San Luis pumps. The 
largest part of this pumping capacity would be normally operated during offpeak 
hours drawing power from the Pacific Gas & Electric Co. system, and would, 
therefore, not affect capacity available for commercial sale. However, the 
energy requirements of these pumps must be met under the offpeak exchange 
proposal sometime during the same calendar year. It is this energy loss to 
commercial sale which causes the loss in dependable capacity from 400,000 to 
250,000 kilowatts. 
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Mr. Sisk. I would like to hurry on to one other thing, and then I 
will end my questioning, Mr. Chairman. 

You referred to 650, 000 as being the amount available under all 
Federal construction ; right? ? 

Mr. Heap. That is correct. 

Mr. Sisk. Again, Mr. Head, I am confused, because in the Secre- 
tary’s enclosure No. 3 in Committee Print No. 13, the figures indicated 


are 730,000 kilowatts. Will you explain to me briefly where we lose 
that 80,000? 


Mr. Heap. All right. 

Mr. Sisk. Those figures were predicated on 650,000 kilowatts in- 
stead of 730,000 kilowatts, which materially affects the economics of 
this whole proposition; right ? 

Mr. Heap. That is correct. To put the entire load into the 
P. G. & E. system, the P. G. & E. would require 2,780 kilowatt-hours 
per kilowatt. In serving of preference agencies the requirement is 
about 4,800 kilowatt- hours per kilowatt. So we do not have the 
energy to support more than the 650,000 kilowatts of firm load, pref+ 
erence load. The additional 80,000 has a different energy component 
with it unsuitable for service to the preference agencies. 

Mr. Sisk. In enclosure No. 3, presented by the Secretary, without 
the intention of reading the whole thing, right near the center of the 
page: 
they present a summary of the power generation and use computations for years 


1979 and 2013 made in supporting the estimate of 730,000 kilowatts of project 
dependable capacity as indicated on table 4. 


Mr. Heap. Correct. 


Mr. Sisk (continuing reading) : 


The dependable capacity is limited by total energy generation and remains 
constant throughout the period 1966-2013. 

Mr. Heap. That is correct. 

Mr. Sisk. Actually, then, I cannot quite see the justification. Your 
whole structure is built here on a foundation of using 650,000 kilo- 
watts as being the total under Federal construction, whereas even 
your own references to it in your enclosure as well as a statement 
made—— 

Mr. Bennett. Mr. Sisk, at that point, if it will help you 

Mr. Sisk. Let me finish. As well as in a statement made in the 
Secretary’s 1957 report entitled “Trinity River Division, Central 
Valley Project, a Report on the Plan of the Development,” wherein 
you have heretofore been using the 835 million kilowatt-hours. But 
in that report you show it 1,061,000 kilowatt-hours available anyway. 
There is a conflict here. 

Mr. Heap. You must adjust those figures. You have subtracted 
there in our February report the sales ‘down at the bottom part. of 
it. In the top part. of that same table there are purchases. If you 
will take that difference, you will subtract, I think, 97 or 98 million 
kilowatt-hours from that, and you will come down to around 960 
some million kilowatt-hours, and the difference between that and 
the 935 million is about 3 percent, which is the cushion that is left 
there between the energy we show going every year to these preference 
customers and what the longtime average generations show. The 
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1,061 million figure must be modified. You have a purchase just 
above it there that has to be subtracted from the sales. 

Mr. Bennerr. To summarize it, Mr. Sisk, at one point it adds up 
to this: we are dealing here with capacity on the one hand and 
energy on the other. When you are talking kilowatts, you are talk- 
ing capacity; when you are talking kilowatt-hours, you are talking 
energy. 

As Mr. Head was trying to point out, in order to sell 1 kilowatt 
of capacity on dependable year-around firm basis to a preference cus- 
tomer in the Central Valley project area, it takes 4,800 kilowatt-hours 
of energy. 

Under our contract with Pacific Gas & Electric, they pay a de- 
pendable capacity rate for 1 kilowatt of capacity if we provide 2,780 
kilowatt-hours of energy. In other words, it takes less energy to sell 
a kilowatt of capacity to P. G. & E. as dependable capacity than it 
does to sell it to a preference customer. 

Now in his computations he is trying to tell you that when he got 
to that 650,000 figure he had reached the point where he no longer 
had enough energy left so that he could sell the remaining nominal 
capacity there to preference customers without buying supportin 
energy from Pacific Gas & Electric, which would leave him with 
less revenue to the Treasury than he had to pay out to Pacific Gas & 
Electric for support energy; whereas, if that capacity was sold to 
Pacific Gas & Electric under the terms of the sales and exchange 
contracts, We wind up that much ahead, because it only takes 2,780 
kilowatt-hours of energy in order to bill Pacific Gas & Electric for 
that 1 kilowatt of dependable capacity. 

This is all a question of the limitations in any hydroplant, whether 
it is Trinity or Shasta or one of P. G. & E.’s own plants upon the 
Feather River. It all depends on whether you can rely upon having 
the water at the right head in the reservoir at the right time to gen- 
erate that increment of energy at the particular time that it is re- 
quired in the load pattern of the user. 

Now the user, when you are talking about Pacific Gas & Electric, is 
a big system with lots of steam plants, lots of hydroplants of their 
own. They have a particular load characteristic. They are willing, 
therefore, to pay us for that incremental capacity across the top of 
their peak requirements at our dependable capacity rate if we will 
provide 2,780 hours of associated energy. 

Our experience with preference customers has shown we need 4,800 
kilowatt-hours of energy in order to support 1 kilowatt of dependable 
capacity when delivered to a preference customer. 

When he gets to the 650, or the 470, or when he gets to the 290, any 
of those capacity figures that are spoken of as being what we could 
have available for preference customers, he is talking about the break- 
even point where the energy that we have will, when supplied to a 
preference customer bring back to us under the present Central Valley 
project rate schedule a revenue which is equal or in excess of the cost 
to us of the supporting energy that we might have to buy. 

When you get above those points you are in the position where it 
is costing us more to buy the supporting energy that we need in order 
to get 4,800 kilowatt-hours of energy over to a preference customer 
than we can get back out of it under our current rate schedule. 


— 
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Mr. Sisk. Mr. Bennett, I want to express my appreciation for a 
very intelligent diagnosis ‘of the situation. I am a layman and do not 
understand a lot of the various changes that come about in this power 
setup. I will admit that. 

owever, to simplify what you are saying, as I understand, if you 
have a large system with a number of plants, then certainly this in- 
creases the amount of firm power available, a system such as the Pa- 
cific Gas & Electric Co. Is that right? 

Mr. Bennett. Yes. 

Mr. Sisk. Of course, that then comes right back to the point I have 
been concerned about—the facts in the determination of the cost of 
power at Trinity and just how it is figured, because as it is added to 
the pool of CVP power, there is not any question but what it improves 
the capability of CVP to deliver a greater block of firm power. 

SoI think you actually hit the daif cal the head. 

T have one more question. 

Mr. AsprnatL. The gentleman has taken 25 minutes, and we have 
to get out of here, and the Secretary is not supposed to come back 
tomorrow. Some of these other gentlemen may. 

Mr. Sisk. Let me ask, Mr. C hairman, will the technical witnesses 
be back before us ? 

Mr. Asprnaty. Yes, the technical witnesses will be back. A great 
deal of our time today has been spent talking to the staff. 

The Chair recognizes the gentleman from Colorado, Mr. Chenoweth. 

Mr. Cuenowertnu. Mr. Secretary, I want to commend you on a very 
able and capable presentation and for your conduct upon the stan 
You have had a long, strenuous day, and you have handled these very 
intricate and technical matters in a very convincing way. 

Secretary Searon. Thank you. 

Mr. Cuenowetn. I have a number of matters I would like to ask 

about, but the hour is late. I will ask one question. Do you feel 
there is any possibility of negotiating a better contract with the Pacific 
Gas & Electric Co. than you have now presented 

The suggestion was made this morning that perhaps you should 
try again. An amendment may be offered to the bill to send the 
contract back so you can take another look at it. 

Secretary Seaton. We believe that we have offered here a contract 
which adequately protects the interest of the Federal Government. 
Without going into a long dissertation, I do not remember whether 
you were here this mor ning or not, but we tried to give the justification 
for that. We said in layman’s language, if I may translate it that 
way, that if we can do better, we are, of course, prepared to try to 
do better. We consider this contract a floor. 

Now it would be most helpful not only in the construction of this 
project but in the construction of all other reclamation projects inso- 
far as this affects them, with particular reference to the $60 million, 
if we were permitted to go ahead on the basis of this contract as the 
minimum and proceed in an orderly fashion to negotiate the contract 
and proceed in an orderly fashion to complete the construction of the 
Trinity project. Any further delay cannot work to the good of the 
project. If the Congress wishes to delay it, of course, ‘that is the 
Congress’ privilege. 


Mr. Curnowern. Do you think there might be some possibility of 
getting a higher figure out of P.G. & E? 
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Secretary Szaron. Mr. Chenoweth, by the time we are permitted 
to go to the company, I do not know. The company might be a whole 
lot more interested in making it lower than now offered. Of course, 
we are in position to hold to this figure. That is what they agreed to, 

Mr. CnEenowetu. The company testified they can produce the power 
from a steam plant at just about what they can get it for here. 

Secretary Seaton. I was not present. 

Mr. Curnowetn. Has the company been very enthusiastic about 
this negotiation? Have they displayed a keen interest all the way 
through, or is it something we have been trying to force on the Pacific 
Gas & Electric Co. ? 

Secretary Seaton. I do not know of any attempt to try to force it 
on P. G. & E., Mr. Chenoweth. I must say, as of now, the Pacific Gas 
& Electric Co. is the only entity that has come forward and shown an 
interest in negotiating this contract with the Federal Government, 
which is to say its agent, the Department of the Interior, as directed 
by the Congress. 

Mr. Cuenowetu. I know your zeal for protecting the interests of 
the United States Government, and I am sure you will get the very 
best deal you can. 

That isall. Thank you, Mr. Secretary. 

Mr. Asprnatu. The gentleman from Oregon, Mr. Ullman. 

Mr. Utitman. Mr. Secretary, a few days ago the vice president of 
P. G. & E. testified here, and he told me he could build steam plant 
capacity just as cheaply as he could buy from Trinity; the reason they 
wanted to get the power from Trinity in the final analysis, according 
to him, is a matter of policy, a matter of principle. 

Secretary Seaton. A matter of what, sir? 

Mr. Uttman. A matter of principle, a matter of basic policy. 

In view of your strong position, stated time and time again, for 
partnership, I would like to ask you the question: Assuming other 
things being equal—I certainly am not going to admit this—but as- 
suming other things being equal, would you favor this partnership 
proposal as a matter of policy ¢ 

Secretary Seaton. Let me reply to your question this way, Mr. Ull- 
man, if you will: I have no professional interest as Secretary of the 
Interior in the Pacific Gas & Electric Co. I think they are entitled to 
a fair and decent treatment by the Department of the Interior, just like 
any other citizen or group of citizens. 

Mr. Uttman. May I interrupt to say I was not inferring you had. 

Secretary Seaton. I understand, and I want to go beyond that, if I 
may. What their reasons may be do not concern me nearly as much 
as what our reasons are, acting on behalf of the Federal Government. 

Putting our reasons in a nutshell, what we are proposing here is a 
mechanism by which we can translate a liability into an asset for the 
Central Valley project and for the cause of reclamation generally 
throughout the State of California. It was pointed out this morning 
that the difference in the rate of 8.9 on the Trinity as against an aver- 
age of 4.5 out of the Central Valley project would mean that we would 
either have to raise the rates or we would end up with less benefits 
with which to complete this project and other projects and interrelated 
projects. So I repeat, sir, if I may, that what we are trying to do is 
take a liability—I am sorry it is a liability, but the facts are there— 
and translate it into an asset. 
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Mr. Uniman. That is not quite what I asked you. If you did 
assume that everything were equal and the benefits to the United 
States were equal in each instance—you have, as I said before, stated 
time and again your interest in partnership as a matter of policy, and 
I would naturally assume, other things being equal, you would favor 
partnership as against all-Federal development. 

Secretary Seaton. Of course, you are asking me a purely hypo- 
thetical question, because it is perfectly clear from the record that 
everything is not equal in this case. As I tried to emphasize this 
morning, I am not presenting here to the committee any broad gen- 
eralization of the virtues of Federal power, public power, and private 

ower which is a concrete definition. All we have done is take a case 

ere—and I do not say it complainingly, sir—but take a case the 
Congress of the United States gave us, not only authorized us to do 
but directed us to attempt to do, and we have done the best we can 
for the interest of the United States, with some particular reference 
to the good of the project involved. 

Mr. Epmonpson. Will the gentleman yield ? 

Mr. Asprnauut. The gentleman only has about a minute and a half. 

Mr. Utiman. I yield. 

Mr. Epmonpson. I wanted to ask if the 4-mill figure quoted for the 
rest of the CVP was on the same allocation basis as the 8.9-mill 
figure. 

Secretary Seaton. So far as I know, Congressman, it is. That has 
been my advice from the technical experts. 

Mr. Epmonpson. Thank you. 

Mr. Utiman. Mr. Secretary, in the Central Valley project we have 
completed, am I not correct, Shasta, Keswick, Folsom, and Nimbus? 
Are those the four ? 

Secretary Seaton. I think that is right, sir. 

Mr. Utiman. I am concerned that, if this bill passes and you were 
to come back, you could make a rather good argument, using the same 
arguments you have used here today, for a partnership proposal at 
these projects. Would you comment on that? 

Secretary Seaton. Mr. Ullman, of course, that is hypothetical 
again, and I assure you I would never propose a joint venture in this 
case if I did not honestly believe it to be to the best equity of the 
United States and the people of the project. Whether that would 
be the case in others, I cannot tell ahead of time, but I have no pre- 
determined idea that is always the case. On the contrary, I do not 
believe it would be the case all the time. That is why I keep insisting 
we are considering this as a special case which was sent to us by the 
Congress. 

Mr. Ruopves. Mr. Chairman, would it be in order to make the unan- 
imous-consent request that the committee proceed 10 additional min- 
utes and the time be divided equally between the gentleman from 
California and the gentleman from Wyoming? 

Mr. Asprinauu. It is perfectly in order, and if you make the re- 
quest, I will work 10 minutes overtime in my office. 

Mr. Ruopes. I make the request. 

Mr. Asrrnatit. Without objection, it is so ordered. 

Mr. Utiman. Mr. Secretary, in view of what you just said, do you 
want to say now you will not come back here in the future and ask 
for partnership in other Central Valley dams 
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Mr. Asprnaty. Mr. Ullman, the Secretary is not before us for ap- 
pomtment, he is before us on a matter that has to do with the sale 
of falling water on the Trinity. The Chair will have to say I think 
the oo go ag has gone too far. 

r. Uteman. I think this is a matter of very real importance. As 
stated earlier by the gentleman from California, there is a matter 
of rather basic reclamation law involved in this whole procedure if 
we carry this same philosophy on to other reclamation projects. It 
seems to me we had better foresee what we are doing before we actually 
pass on this project. 

With that, I yield back the balance of my time. 

Mr. AsprnaLu. May the Chair say that if anybody takes exception 
to the Secretary on this particular matter, it is the chairman of this 
particular committee. We had some differences about a year ago on 
this very thing before this committee. 

The Chair recognizes, under the unanimous-consent request granted, 
the gentleman from California, Mr. Utt, for 5 minutes. 

Mr. Urr. I just have one question. I think the matter has been 
very well covered. I want to compliment the Secretary and his staff 
on the presentation. 

But I would ask, is it the understanding that in all reclamation 
projects and irrigation projects the power facilities have oftentimes 
and generally been referred to as the cash register to pay it out? 

Secretary Seaton. That is correct, sir. 

Mr. Urr. Have we ever had a project in any one of the 17 Western 
States in which the power facilities instead of being a cash register 
to help pay out became a dipping-into-the-cash-register to rob the 
irrigation and the other facilities of the project ? 

Secretary Seaton. Congressman Utt, I do not know. I would not 
want to make a generalization on that. 

I will say that the fact this project does, as you put it, dip into 
the cash register was one of the determining factors in my mind for 
offering this sort of proposal to the committee, to obviate the very 
necessity of having to do that. 

Mr. Urr. To proceed along this line of dipping into the cash register, 
it would be a threat to the future reclamation projects if it became a 
policy that mstead of power carrying the irrigation projects, the irri- 
gation projects are now going to have to carry the power projects? 

Seeretary Seaton. Again I would rather not risk a generalization, 
but I would say that unless the Congress chose in its own wisdom to 
change the laws under which we operate, that it is obvious that if 
vou have power losses and no offset for it, the irrigators are going 
to have to make it up, or the power users, or both. I think that is 
evident. 

Mr. Urr. I think that is all. 

Mr. Asprnaty. The Chair recognizes the gentleman from Wyoming, 
Mr. Thomson for the balance of the time. 

Mr. Trromson. I would certainly like to congratulate you on your 
statement, Mr. Secretary. It cleared up several things that were 
bothering me about this project. There are still some things about 


which I look forward to questioning the technical men of the staff 
later on if we have the opportunity. 


a. 
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I, too, think that this is very important as far as the basic future 
of reclamation. I would like to ask you if, to the best of your know]- 
edge as Secretary of the Interior, there has been any change in the 
basic purpose of reclamation as stated in the 1902 act : 

The construction and maintenance of irrigation works for the storage and 
diversion and development of water for the reclamation of arid and semiarid 
lands of the said States and Territories. 

Secretary Seaton. No, sir. 

Mr. Tuomson. That is still what you are trying to carry out as Sec- 
retary of the Interior, that basic concept ? 

Secretary Seaton. That is right. 

Mr. THomson. As I understand it, in the furtherance of that overall 
prime purpose you are of the opinion that building it by a partnership 
will leave more money in this earned project surplus account for fur- 
ther assistance to water projects in the Central Valley of California. 
Is that right? 

Secretary Seaton. Definitely, sir. 

Mr. Tuomson. Mr. Secretary, quite a little has been said about this 
SMUD contract. We had some testimony a couple of days ago that 
went to something which to me is rather basic. I am frank to admit 
that I am confused. 

In the 1906 act, power was first mentioned, and it was stated that no 
lease, referring to power or power facilities—even then they contem- 
plated the lease of power privileges, and I understand several times 
that has been done 
that no lease shall be made of such surplus power or power privilege as will 
impair the efficiency of the irrigation project. 

I have not had the opportunity to review these various acts that the 
chairman of the full committee mentioned this morning, but it was 
suggested to us here a few days back that, because of that and other 
restrictions in the reclamation law, the only power that can be sold is 
commercial power, and that is the power that is not needed in con- 
nection with pumping or other project uses. Is that your interpre- 
tation ? 

Secretary Seaton. Yes. 

Mr. THomson. But I understand from Mr. Head here there was a 
firm contract entered into in 1952, I believe in December of 1952, with 
the Sacramento Utility District to deliver 180,000 kilowatts, which 
could go on up to 290,000 by increase, and that you under that con- 
tract would have to be purchasing power, if it beeame necessary because 
of this primary commitment to the project, for pumping purposes and 
otherwise to fulfill that obligation; is that correct ? 

Secretary Searon. That is my understanding; yes, sir. 

Mr. THomson. Has there been any exploration by the Solicitor of 
your Department or other attorneys on the issue raised here, that per- 
haps a commitment to sell power in excess of the commercial power 
available from California Valley project, would be a contract that 
could not be enforced against the Government, and that we could, 
therefore, refuse to perform under the SMUD contract to deliver this 
290,000 kilowatts should the call be made ? 
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Secretary Seaton. With your permission, I will ask the Solicitor 
to answer that. 

Mr. Bennett. We have not researched that point fully, Congress- 
man Thomson. However, it would depend on the extent of our author- 
ity to firm up a power supply to the Sacramento Municipal Utility 
District. 

Our problem, under the circumstances to which you refer, is that 
over the 50-year period we would have to buy something in the order 
of $6 million worth of support power in excess of what SMUD will pay 
us. If there were a legal problem in that regard, it would be very 
simple to take care of it by raising SMUD’s rate by a tenth of a 
mill, or some very small figure. We might not be able to do that 
immediately, but we could do it in the very near future. 

Mr. Tuomson. I have looked at the SMUD contract of 1952 and 
also the revision in 1955. Looking that over purely as a lawyer, and 
probably not too good a lawyer, I find in there no provision for re- 
negotiation with regard to this demand of 180,000 to 290,000. Am I 
correct in that ? 

Mr. Bennett. That is correct, sir. 

Mr. Tuomson. Then I would like to ask if you had no shot at it in 
1955 ¢ 

Mr. Bennett. That is correct, sir. 

Mr. THomson. I would like to check this out. It has been men- 
tioned here that rates should be equal for all people, or something 
like that. It is an old concept. I find that the SMUD rate—it is 
the Bureau’s instructions in paragraph 5 (b) to establish a level of 
rates and charges, at 10-year sr and later 5 years, to produce 
revenue which considered together with all other revenues from the 
sale or disposition of all other project power is not in excess of that 
required—and then it lists 1, 2, 3, to retire this project over 50 years, 
interest at 3 percent, and all the way down the line. So that the most 
you could ever get out of SMUD is the cost of the power ? 

Mr. Bennett. That is not quite true, but there are several points 
which might raise a question. 

The total project costs, including the cost of the new irrigation 
increment, would be taken into account in fixing new rates for the 
Sacramento Municipal Utility District. 

I would like to point out one thing, and that is that the 1939 act, 
section 9 (c), specifies that interest at not less than 3 percent would 
be taken into account in fixing the rates for power. The SMUD con- 
tract says that the rate of interest to be taken into account for their 
benefits shall be not more than 3 percent. I would like to point out 
that SMUD definitely has the benefit of a guaranty as to any possible 
rate of interest above 3 percent, which our other preference customers 
do not have. 

Mr. Asprtnatu. The time has elapsed. We shall meet tomorrow 
morning at 10 o’clock. Unless there is objection, the time of the first 
hour will be divided equally between the gentleman from California, 
Mr. Engle, and the three gentlemen who remained down at that end 
of the table—Mr. Chenoweth, Mr. Utt, and Mr. Thomson—with the 
understanding that they can yield to anybody up at this end they 
desire to yield to. 
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Mr. Engle will yield to Mr. Sisk and Mr. Ullman for any questions 
they may have. 

Is there any objection ? 

Mr. Sartor. Will the technical men be back? 

Mr. Asptnatu. The technical men will be back. The Secretary 
will not be asked to be back. The Secretary has taken 1 day out of 
his year, a very busy year. We are very appreciative, Mr. Secretary. 

If there is no objection, that is the order of the committee, and the 
committee will stand adjourned. 

(Thereupon, at 4:40 p. m., the committee recessed until 10 a. m. 
Tuesday, February 4, 1958.) 
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TUESDAY, FEBRUARY 4, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 
OF THE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10 a. m., in the com- 
mittee room, New House Office Building, Hon. Wayne N. Aspinall 
(chairman of the subcommittee) presiding. 

Mr. Asprnaty. The Subcommittee on Irrigation and Reclamation 
will now be in session for the further consideration of H. R. 6997 and 
related bills. 

Those people of the staff who were at the table yesterday with Mr. 
Seaton will come up to the table this morning. 

Yesterday we adjourned with the understanding that we would 
take an hour this morning and the time would be divided. 

At this time the Chair will call upon the gentleman from California, 
Mr. Utt, to continue with the questioning of the staff witnesses. 


STATEMENTS OF ELMER F. BENNETT, SOLICITOR, GEORGE 
ABBOTT, ASSISTANT TO THE SECRETARY, ED WEINBERG, ASSIST- 
ANT SOLICITOR, DEPARTMENT OF THE INTERIOR; DONALD 
CAMPBELL, DIRECTOR, POWER DIVISION, BUREAU OF RECLAMA- 
TION, DEPARTMENT OF THE INTERIOR, WASHINGTON, D. C.; 
IVAN P. HEAD, PLANNING DIRECTOR, SACRAMENTO REGION, 
BUREAU OF RECLAMATION, DEPARTMENT OF THE INTERIOR— 
Resumed 


Mr. Urr. Thank you, Mr. Chairman. 

Mr. Head, in the testimony yesterday, I believe that the final cost 
on power was 8.9 mills; is that correct ? 

Mr. Heap. Yes; that is the revision I made to the analysis made 
during the Senate hearings in 1955. 

Mr. Urr. Is that based on the 40-year payout or on the 50-year 
payout ¢ 

Mr. Heap. The cost is based on an annual amount, but the whole 
analysis is on the basis of 50-year payout. 

Mr. Urr. If it were paid on a 40-year payout, the rate would have to 
be higher ; is that not correct ? 

Mr. Heap. Sir, you are talking about a cost of power ; that is correct, 
because your allocation to power would change, it might go up or go 
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down. It would take a new allocation of the power facilities of the 
project. It could either swing slightly one way or the other. 

Mr. Urr. But to amortize it in 40 years, you would have to have a 
higher rate than to amortize in 50. 

Mr. Heap. To amortize the power allocation in 40 years, it would 
take more annual amount than 50 years. 

Mr. Urr. We are talking about a 50-year amortization in this figure 
of 8.9 mills. 

Mr. Heap. The question is with regard to the Trinity River 
division itself. 

' Mr. Urr. Yes. 

Mr. Heap. The cost of power on Trinity River division ? 

Mr. Urr. Yes. 

Mr. Heap. Yes, sir. 

Mr. Urr. I would like to ask Mr. Abbott a question as to whether 
he knows of any other reclamation project in the whole history of 
reclamation which, before the power facilities were fully authorized, 
contemplated the selling of power at less than the cost of the produc- 
tion of the power. 

Mr. Azssorr. I could not, Congressman, refer to any specific in- 
stances. But I think it should be observed that where you have a 
project development which would include a number of units you might 
well have power generated at a greater cost at one unit than you would 
have at another, where the initial planning calls for pooling of that 
power. So that you would have perhaps a substantial variation in 
the cost of power at the several units in a given project. 

In this instance, of course, you have existing units of the Central 
Valley project and out of the power produced at those existing units, 
according to the figures developed by the Bureau, you have the cost 
figures that were given yesterday. This legislation calling for studies 
and recommendations by the Secretary necessarily brought into play 
development of figures showing the cost of power at the Trinity 
division of the Central Valley project. 

Mr. Urr. I am going to ask you the same question I asked the 
Secretary yesterday because I want the impact by itself; that is, his- 
torically under reclamation law, it has always been the function of 
the power facilities to assist the irrigation and reclamation projects. 

Mr. Assorrt. I think that is correct, Congressman, yes. 

Mr. Urr. In fact, they have often been referred to as the cash 
register to support irrigation and reclamation. 

Mr. Apsort. I have seen that so referred to. 

In the case of the Central Valley Project Act, of course, as the 
Secretary indicated yesterday, there is a specific reference to the de- 
velopment or the generation and sale of electric energy and the specific 
language referring to that describes it as a means of financially aid- 
ing and assisting such undertaking in order to permit the full utiliza- 
tion of the work constructed. That language, of course, has reference 
to the basic purpose of the Irrigation Act. 

Mr. Urr. There was testimony yesterday that there is sufficient 
power in the Central Valley project to meet all of the pumping re- 
quirements including the San Luis project and still have a surplus; 
is that not. correct ? 
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Mr. Heap. Yes; with the existing projects, is that your question, or 
with Trinity ? 

Mr. Urr. No; without Trinity; that there is sufficient power in the 
Central Valley project without the Trinity to meet the pumping needs 
of the Central Valley project, including the San Luis project. 

Mr. Heap. Yes, there is. As I stated, with an-exchange of energy 
to fill in when we are low on energy. 

Mr. Urr. Under the Trinity project, how much power will go to 
the Sacramento Municipal Utility District, percentagewise ? 

Mr. Heap. With Trinity ? 

Mr. Urtr. Yes, from the Trinity. 

Mr. Heap. With 650,000 kilowatts of firm load from the project 
with Trinity ? 

Mr. Urtr. Yes. 

Mr. Heap. We have allocated 140,000'kilowatts of the 250,000 kilo- 
watts additional made available by Trinity. 

Mr. Urr. To SMUD? 

Mr. Heap. To SMUD. 

Mr. Urr. That is roughly two-thirds of the power to be generated 
under the all-Federal project. 

Mr. Heap. That is correct. 

Mr. Urr. That would result, then, in a subsidy to the SMUD of 
several million dollars a-year ; is that correct? 

Mr. Assorr. When you refer to the difference in costs of power 
to SMUD between the all-Federal and joint development, it is true 
that that cost would be, of course, increased to SMUD and other 
preference customers under the joint development as against the all- 
Federal development. 

I believe for SMUD you computed the figures, Mr. Head, at some- 
thing in the neighborhood of $120 million; 1s that correct, the differ- 
ence in cost to SMUD alone? 

Mr. Heap. Of the total additional customer cost that was used 
yesterday of $139 million, my quick calculation shows that the cost 
to SMUD alone between joint dovelormnsitt and all-Federal over the 
50-year period would be $80 million. 

Mr. Urr. That would be about a million and a half dollars a year. 

Mr. Heap. Yes. 

Mr. Urr, And that, would be at the expense of the bank account of 
the Central Valley project or at the expense of the taxpayers of 
California or the United States. 

This Trinity River is a natural resource and belongs to all of the 
people of the United States, and I want to know why we should take 
this natural resource and the products of this natural resource and 
zero it into the SMUD to the benefit only of a few-people of the United 
States. I cannot ask you that question. I am just throwing that 
question out. 

If this is so, it would certainly appear to me that somebody had his 
hand in the national cash register up to his elbow and that somebody 
appears under this testimony to be none other than the Sacramento 
Municipal Utility District. 

TI think that is all, Mr. Chairman. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Urr. Yes. 
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Mr. Ruopes. We have been talking about surplus all the time in 
evaluating these various projects. Surplus of what? What is the 
surplus we are talking about? I have never yet understood exactly 
what it means and how it comes about and what effect it has on the 
Central Valley project as already constructed or as it may be con- 
structed in the future. 

Mr. Bennett. The concept of surplus here arises from the repay- 
ment practices under reclamation law. The surplus we are talking 
about is the surplus over and above that needed to pay out the project 
as constituted under the assumptions of the payout study. 

For example, there are two payout studies involved in the testimony 
of the Secretary yesterday and the presentation that has been made 
to date. The first one involves the existing Central Valley project 
with Trinity in it. The second one involves the existing Central 
Valley project with Trinity and San Luis added. And the surplus 
is that amount of money which we project will be in excess of the 
amount necessary to pay out the project as constituted under those 
two assumptions. 

Mr. Ruopes. In other words, is this surplus derived from the sale of 
power, from the sale of water, or both, or what? 

Mr. Bennett. It is primarily from the sale of power. Of course, 
the revenues of the project are composed of both water and power 
revenues. 

Mr. Ruopes. That is coming to what I want. What effect, then, 
does the level of this surplus have on the cost of water to irrigators? 

Mr. Bennetrr. Under the assumptions made here as to the addition 
of Trinity and the addition of San Luis, none at all, because our 
payout studies are predicated on maintaining the same cost of water 
to irrigators now prevailing and as planned to be prevailing with 
the addition of Sr to the project. 

Mr. TuHomson. Would the gentleman yield ? 

Mr. Ruopss. I do not have the time. 

Mr. Urr. Iam through. 

Mr. Asprnaty, The Chair recognizes the gentleman from Colo- 
rado, Mr. Chenoweth. ; 

Mr. Cuenoweru. I will reserve my time. I have no questions. 

Mr. Asprnatu. The Chair recognizes the gentleman from Wyoming, 
Mr. Thomson. 

Mr. THomson. With regard to the matter you were just into, could 
you not state it this way, that the irrigator bears that share of the 
cost of the project which he economically can bear ? 

Mr. Bennett. That is correct. 

Mr. Tuomson. The balance has to be picked up some other way, 
that that has been done in the past and it has been the theory of 
reclamation to pick it up out of the power revenues in excess of the 
amount required to retire the power features over the 50-year payout? 

Mr. Bennerr. That is correct, power revenues in excess of that 
necessary to amortize the power investment with interest is available 
to assist irrigators in paying out that portion of the project which 
is allocated to irrigation. 

Mr. Tuomson. I think it is important that we understand this 
SMUD contract because it may have a bearing upon how I would 
vote upon this project and this legislation, and I am frank to admit 
that I am a bit confused. 
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In connection with that, I wonder if you would be kind enough to 
state for us, along the lines of the question I asked yesterday, as to 
the basis for determining the price of power that is sold to SMUD 
under 5 (6) of that contract. I notice it says it shall not be in ex- 
cess of the amount required to do certain things. 

Would you, in layman’s language, Mr. Bennett, tell me what that 
is ? 

Mr. Bennett. I would like to ask Mr. Weinberg to do that. 

I would: like to make one comment. As I pointed out yesterday, 
there is a contractual commitment in this SMUD contract to the 
effect that the rate charged SMUD will never include an interest 
component greater than 3 percent. Under section 9 (c) of the Recla- 
mation Project Act of 1939, the law provides that the interest rate 
shall never be less than 3 percent. So, in effect, SMUD, with a long- 
term contract, has a guaranty given to it as to what the rate base 
shall be as applied to SMUD which is not available to other preference 
customers having shorter term contracts. 

Mr. Wetnpera. The SMUD contract provides for a periodic review 
of the rates to keep them at levels which will return not in excess 
of the following requirements: 

First, to meet the annual operation and maintenance expenses. 

Second, to provide for the necessary replacement. 

And then we get into the amortization of the costs. To amortize 
the power investment over a minimum of a 50-year period or such 
other repayment period as is provided for in the Federal reclama- 
tion laws, the period running from the date each major power fa- 
cility goes into service, together with interest on the annual unamor- 
tized balance at a maximum interest rate of 3 percent, and together 
it is provided that this amortization with interest shall not be less 
than a total net return of 3 percent nor more than a total net re- 
turn of 3.89 percent on the unamortized power investment. 

Now, 3.89 is the annual annuity that is required to amortize a given 
amount of principal in 50 years with 3 percent interest. 

In addition to that, the rate must be such as to return, again within 
a minimum period of 50 years, such other costs as are to be met from 
power revenues and that is the irrigation assistance. 

Dr. Mitier. Will the gentleman yield there ? 

Mr. THomson. Yes. 

Dr. Mituer. May I ask you, sir, in this interest rate and so forth 
what contribution does SMUD then make to the irrigation interest ? 
Because the Trinity River project is a reclamation project and water 
project. What contribution do they make to the Central Valley 
project ? 

Mr. Werneerc. Dr. Miller, the actual rate being paid under the 
SMUD contract is the standard commercial power rate for the Cent- 
ral Valley project and the revenue from that contract as well as 
from the other contracts together meet the power investment and 
the irrigation costs that are not to be returned by the water users 
over the payout period ending in the year 2013. 

Mr. Tromson. Are we to then understand that on some of these 
other dams, the Keswick, Shasta, and so forth, that the cost of pro- 
ducing that power is less than the 4.09 or 4.35 mills that SMUD 
is paying so they are making some contribution to irrigation, al- 
though it is a very handsome rate in my country. 
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Mr. Wetnserc. That is correct, yes, because the rate is a pooled 
rate. 

Mr. Tomson. But under the terms of this contract, they are to 
take on those things which Congress votes to be assistance to ir- 
rigation, in that last clause that you discussed. Is that about the 
philosophy of that? 

Mr. Wernserc. We would include in there any and all of the ir- 
rigation features of the Central Valley project. The project is added 
to from time to time. 

Mr. Txuomson. The pomt I make is simply this: Under the 
SMUD contract if it is to be an assistance to irrigation, pay a rea- 
sonable rate or low rate that would assist irrigation, you bring 
Trinity on and it costs 8.9 mills; under this contract you ought to 
charge SMUD 8.9 mills for that power or else you are going to per- 
mit it to become a drag upon the irrigation sath account rather than 
an assist. Would that make sense? 

Mr. Werneerc. Your effect would be on the surplus and I think, 
as Mr. Bennett pointed out, the payments by the water users are as- 
sumed to be the same. 

Mr. THomson. With prevailing power rates, wholesale power rates, 
out in the California area ? 

Mr. Wernserc. Am I familiar with them? 

Mr. THomson. Yes, or is any one here? My question is simply 
this: Is there a market for power at a rate of 8.9 mills out in California 
now toSMUD or anyone else? 

Mr. Wernserc. Let me answer this way: I would say this, Mr. 
Thomson, the Department sought proposals from a number of public 
agencies in California, including SMUD, on a basis of the Trinity 
alone bearing a proportionate part of the joint costs. The only offer 
received was that from the Pacific Gas & Electric Co., which is willing 
to pay, in effect, the 8.9. 

Mr. Txomson. So that I will further understand who pays for it, 
whether it is the taxpayer or who, if the Bureau, in order to meet the 
290,000 kilowatt demand of SMUD has to go out and buy power, do 
you bill that power to them for the cost you had to pay for it or do 
they pay for it, or does the taxpayer, or the Central Valley fund end 
up paying it? 

Mr. Wetnsera. It is operating cost of the project. 

Mr. Bennett. And therefore not billed separately. 

Mr. Wernzere. It is not billed separately, except, in the event the 
dependable capacity were to change through a new low-water year 
and therefore we were required to buy capacity to meet our require- 
ments under contract, because of the charge in the water year, our 
operating expenses would go up. If our operating expenses go up to 
that extent, we would revise the rate. 

Mr. Tomson. Let us assume that this power goes for pumping pur- 
paces or preferred use, and you have to buy to furnish power to 
SMUD; then do you not bill them for the cost of that power? 

Mr. Wernzerc. Let us distinguish between two points. The pump- 
ing power is not involved. That is a project use. That does not go 
to SMUD. SMUD isa commercial power customer. It is a prefer- 
ence customer. It pays the commercial rates. If because of a change 
in water conditions we could not generate the power capacity and 
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energy upon which our contracts have been predicated and we were 
then forced to buy capacity and energy to met our contract require- 
ments to SMUD, that would increase our operating costs. To that 
extent we would, at the next periodic rate adjustment, make an adjust- 
ment in the rates. 

Mr. Txomson. It seems to me this SMUD contract is a 1-way 
thing favorable to them in the sense all you can do is to increase the 
rate within very definite limitations. Then under paragraph 5 (0), 
when SMUD does not like what you are doing or can make a better 
deal elsewhere, they can tell you goodby and let the project take care 
of itself the best itcan. Is my interpretation correct ? 

Mr. Wetnserc. You are correct. The principal difference between 
the SMUD rate and the power contract that we would normally write 
is that we have given SMUD certain guaranties. We have guaranteed 
them, for example, that we would use not less than a 50-year repay- 
ment = 

Under our ordinary commercial rate, we are not so inhibited. The 
repayment periods are matters of policy which are determined by the 
Secretary. 

This contract has taken a 50-year period—and it also, as Mr. Ben- 
nett pointed out, fixed a maximum interest rate of 3 percent—absent 
provisions such as in this contract the Secretary would have full au- 
thority and discretion, if he so determined as a matter of policy, to 
go on a 40-year repayment period to use a rate of interest higher 
than 3 percent. He has guaranteed to SMUD that that will not be 
done over the life of this contract. 

Mr. Ruopes. Three percent of what? 

Mr. WerneerG. Three percent of the unamortized commercial 
power investment. 

Mr. Ruopes. Three percent of the cost of the project outstanding 
allocated to power ? 

Mr. Tuomson. Yes. 

Dr. Mitter. Will the gentleman yield there? 

Mr. Tuomson. Yes. 

Dr. Miuuer. I wanted to get clear about this Trinity River project. 
It bothers me a little because we have had some difference of opinion 
in the testimony as to what the power will cost. Is it 7 mills or nearer 
eight-point-something mills? 

Can someone tell us ? 

Mr. Bennett. Mr. Miller, the 7.3 figure which was used in previous 
testimony was a figure which was worked out jointly by engineers 
of the Bureau of Reclamation, the State of California, and the Pacific 
Gas & Electric Co. when Mr. Engle’s bill was pending before the Sen- 
ate committee. Using the same methods and the same techniques of 
analysis and with some refinements, in other words a little sharper 
pencil was used on it as I understand. Mr. Head could explain that. 
The new costs for Trinity, which are shown as going up, are reflected 
now in a cost of 8.9 mills per kilowatt-hour of firm power from 
Trinity. 

Dr. Mitier. That is what I thought Mr. Head said yesterday. 
That is what bothered me, the 8.9 mills, new cost. 

Then Trinity River, standing by itself, if you are going to help 
power return the cost and interest, you certainly have to charge more 
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than 414 mills for power to SMUD or anybody else getting the ener 
in order to return the interest and the investment cost. Is that right, 
Mr. Head? 

Mr. Heap. That is correct. 

Dr. Mitirr. And Trinity River itself, then, is a drain upon the 
Central Valley project bank account because of the high-cost power. 

Mr. Bennett. As a matter of fact, Dr. Miller, on that point, Mr. 
Head has advised me that if you take the Central Valley project as it 
is today without Trinity, you will have a surplus at the end of the 
payout period approximately $146 million greater than you do when 
you add Trinity to the project. 

Dr. Mitter. In other words, Trinity added to the project would 
take off about $146 million of the Central Valley bank account? 

Mr. Bennetr. That is correct, sir. In other words, it would require 
that much revenue from the Folsom, Shasta, Keswick, and Nimbus 
units to pay out Trinity. 

Mr. Tuomson. I appreciate your bringing that out, because that 
was right in order with my next question. 

I voted for Trinity because I understood it would be a water project 
to furnish much-needed water. I would be for it for furnishing 
water, but I would not be for it for furnishing a preferential power 
rate to one community over California and the rest of the Nation to 
compete with industries which might be thinking about locating in 
a place. 

e have only a short amount of time left, and I will go right 
ahead. 

Mr. Head, did you have an opportunity to determine what agencies 
beside the Navy, Marine Corps, and AEC receive power as so-called 
Government customers? I am counting all naval installations. You 
said yesterday that you had that. That is in determining this extra 
cost to the Government in partnership development. 

Mr. Heap. You are speaking of those Federal agency customers 
above what we are now serving or would project serving in the next 
few years? 

Mr. TuHomson. Yes, by general category. 

Mr. Heap. In our determination of the cost of preference cus- 
tomers, with Trinity and without San Luis, joint development versus 
all-Federal, with the Central Valley project rates remaining as they 
are now—I will have to go through the same arithmetic. 

Mr. THomson. I do not want any arithmetic. Just the names of 
the agencies. 

Mr. Heap. The 12th Naval District was the only Navy district we 
projected service to. We projected service to AEC at Livermore 
and projected additional service to Ames Laboratory. 

Mr. Txomson. Now, then, I made the statement that the effect of 
this would be to say we ought to make the appropriation out of the 
Federal reclamation fund instead of the general fund. Actually, 
what the proponents of this legislation are suggesting is to make the 
appropriation out of the Central Valley fund that otherwise would 
be used for the water development in California; is that correct? 

Mr. Asprnatu. Answer the question, and then the time is up. 

Mr. Bennett. It amounts to this, Congressman Thomson: With 
Trinity in the Central Valley project as an all-Federal unit, the 
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anticipated revenues from the Central Valley project as a whole, in- 
cluding the Trinity River division, would be depleted up to as much 
as $140 million according to Mr. Head. That being the case, then, 
it is quite true that to the extent that the naval district would be 
getting the benefit of this additional capacity from Trinity that it 
would be getting it partly at the expense of the earned revenues of 
the Central Valley project. 

Mr. Asprnaty. Under our agrement, the time of the gentleman 
has expired. The Chair now recognizes the gentleman from Cali- 
fornia, Mr. Engle, for 30 minutes, according to our agreement. 

(Discussion off the record.) 

Mr. Enewx. Relevant to that last statement, Mr. Bennett; when 
the Trinity Division of the Central Valley project was reported to 
Congress and was before Congress in 1955, the Interior Department 
said, did it not, and in its report showed, that the package rate would 
be used in the Central Valley project, notwithstanding the fact that 
the increased cost of Trinity power would deplete to some extent the 
surplus in the Central Valley project fund; is that right? 

Mr. Bennett. I would rather put it this way, Mr. Engle: I do not 
think Trinity specially entered into it in 1937 when the original author- 
ization was passed. But in 1955, it is my understanding that in the 
hearings before your committee, right here, it was brought out at that 
time that under the cost estimates then prevailing Trinity would be 
a drag to the extent of seventy-five-and-odd million dollars on the 
total project revenues. This committee provided then to authorize 
Trinity notwithstanding the fact that that was brought out, and this 
committee also put a provision, though leaving room for the Secretary 
to evaluate any offers that may be available, to see whether a better 
arrangement could be worked out for non-Federal participation. That 
is the position that the Secretary stated yesterday. 

Mr. Enete. Yes. 

Mr. Bennett. This committee authorized it as a Federal project 
and, my view as to the effect of the Trinity authorization act in 1955, 
the construction of Trinity is a Federal division of this project. 

Mr. Enetx. That is right, and you submitted repayment tables; did 
you not? 

Mr. Bennett. Absolutely, and they showed that Trinity would be 
a drag, not nearly as great as they would now because of the higher 
costs, but this committee had that before it, as I understand it. 

Mr. Enote. Did the Secretary at that time recommend a power- 
rate increase in the Central Valley project? 

Mr. Bennetr. No; as a matter of fact I am not too familiar with 
what the report of the Department said at that time. I think that 
the Department probably proposed that that committee give very 
careful consideration to the then pending offers from Pacific Gas & 
Electric, but you can clarify the record on that with a copy of our 
report. 

Mr. Enate. I am sure of that, but that is neither here nor there; 
the record will speak for itself. The fact of the matter is that the 
Trinity project, when added to the Central Valley project, still leaves 
a surplus of $113 million; does it not? 

Mr. Bennerr. As I told you yesterday, Mr. Engle, it depends 
entirely on what assumptions you want to make concerning interest 
during construction and the schedule in the Trinity. 
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Mr. Encte. I am just taking the schedule set up here. Does it not 
show $113 million in surplus remaining ? 

Mr. Bennett. Based upon certain assumptions made by the Depart- 
ment and the Bureau of Reclamation. 

Mr. Enetz. All of these things are based on assumptions. 

The Post editorial of this morning poses a question. It says: 

Secretary Seaton complains that if the Government were to handle the power 
phase of the Trinity project, it would amount to a drag on the development 
because the power would cost 7 mills to produce but would be sold for 5 mills. 
Instead of proposing to remedy this by turning the whole business over for 
private exploitation, why doesn’t the Secretary take the more obvious course and 
propose an increase in the Federal power rate? 

May I ask this question: Under present reclamation law and prece- 
dents, can the Secretary legally increase the rate when the current 
package rate in the Central River project creates a surplus which 
repays the total capital cost with interest ? 

Mr. Bennett. As I understand it, Mr. Engle, that matter has not 
been thoroughly researched, but I do want to make this comment: I 
believe that the payout studies for the Central Valley project for a 
number of years—and you have been very proud of that fact your- 
self—have shown a probable surplus of many millions of dollars, but 
I have never heard this committee or any Member of Congress say 
we should be reducing the power rates because of our repayments prob- 
ably showing a surplus. From that I can only infer that Congress’ 
view of the matter is that the Secretary has discretion, looking at the 
probable needs for future development in the Central Valley area, 
to make provision for revenues in advance of that actual need. That 
being the case, I think the legislative history of the act would indicate 
the Secretary has discretion to raise or to lower the rates under present 
circumstances. 

Mr. Enotes. As a matter of fact, you do know, do you not, that the 
first power rate in the Central Valley project was around 5.1 mills and 
was reduced to 4.6 on an average because it was producing too much 
profit ; is that not right ? 

Mr. Bennett. You are very familiar with the history of the Trinity 
project; if you say so I am sure it is, Mr. Engle. I just do not person- 
ally know. 

Mr. Enotx. What I cannot understand is this: The Secretary comes 
up here and says this is a drag on the project and all he has to do is 
increase the rate if he wants to according to your own statement. 
Now, why has he not done it? 

Mr. Bennett. I do not believe the congressional policy particular 
points in that direction. These preference customers whose considera- 
tions have entered into the Secretary’s evaluation and your own, would 
thereby have to lose a very large share of the benefits that they other- 
wise would obtain. 

As Mr. Weinberg pointed out, it is extremely uncertain whether 
under the SMUD contrac t—and that represents ‘three-fourths of our 
present capacity—we could raise their rates one iota. 

Mr. Enete. Now, you could if you had to, to meet repayment costs 
of the project, but there has been no suggestion at any time, has there, 
that these rates be increased ? 

Mr. Bennetr. Of course, not. We feel, to raise the rates, based on 
present information, would impose a very substantial burden on a 
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relatively few people in the State of California. New, the joint devel- 
opment offer, on the other hand, does not impose additional costs on 
the customers of Pacific Gas & Electric in relation to what they would 
have to bear if additional steam plants were built. Therefore, it repre- 
sents no increased cost to them but a raise in the Federal rate as to the 

reference customers would be a direct, an obvious, very apparent 
arden on them. 

Mr. Enate. There are 330,000 kilowatts of firm capacity in the 
Trinity which will be sold under the present rate of 4.6 mills on the 
average. That is precisely the point that I understand the gentle- 
men are complaining about, and the Secretary says it is a drag. I 
say, Why not raise the rates so it is not a drag? 

Mr. Tuomson. Will the gentleman yield? 

Mr. Encie. No; I cannot yield at this time. 

Mr. Head, I have before me the hearings before the Subcommittee 
on Irrigation and Reclamation in the Senate held on July 14, 1955. 

Do you have that document? If you do, will you please turn to 
page 100? If you do, you will find a breakdown which was referred 
to by Mr. Bennett in his statement, which he says is based upon cer- 
tain assumptions. That is the statement submitted which fixes this 
power rate at 7.3 mills. Do you have in front of you page 100? 

Mr. Heap. These were the Senate hearings ? 

Mr. Enote. Yes. 

Mr. Heap. Yes, sir. 

Mr. Ener. And it sets the total annual operating costs at $7,- 
811,000 divided by 1,067 million kilowatt-hours. Is that right? 

Mr. Heap. Yes, sir. 

Mr. Enote. And that turns out to be 7.3 mills. 

If you assume that the kilowatt-hours will be 1,350 million and divide 
that into the same annual cost, you will come ont with a rate of 5.8 
mills; will you not? 

Mr. Heap. That sounds about right; yes, sir. 

Mr. Eneue. Yes. In other words, if Mr. Morris’ statement is cor- 
rect—and I want to deal with that in just a few minutes—regarding 
the firm power that comes out which he sets at 1,350 million kilowatt- 
hours, then the cost is 5.8 mills, based on the old cost figure; is that 
right ? 

Mr. Heap. That would be about right; yes, sir. 

Mr. Enaue. If you take the new cost figure—and I understand you 
have come up with a new cost figure based upon 37 percent of the 
contracts let on the Trinity and that increases the costs about 14 per- 
cent—now, if you divide that new annual cost’ figure which will run 
something over $8 million by 1,350 million kilowatt-hours, you come 
out with a rate of about 6.3 mills. Is that right? Does that sound 
about right to you ? 

Mr. Heap. The figure I would divide into would be the $8,616,000. 

Mr. Enote. If you have your slide rule, just figure it out. 

Mr. Heap. I can do it without it. I do not have it here. 

A little over 6 mills; yes, sir. 

Mr. Ener. A little over 6 mills. And you will admit, will you 
not, that your additional cost figures are projected cost based on 37 
percent of project now contracted for. But if it should occur, as it 
has on Glen Canyon, that the remaining 63 percent is bid under the 
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projected costs, then the cost would be even less than 6.3 mills; would 
it not? 

Mr. Heap. Yes, sir; that would change all of the analyses, cer- 
tainly, sir. 

Mr. Enctie. I observe also that the repayment of commercial 
power according to that schedule is based upon an amortization of 
commercial power allocation of $156,538,000. This project was con- 
ceived to cost about $225 million. Now, why is it that in a project 
primarily for water production that out of a total of $225 million 
some $156 million of it is put into power allocation? It becomes pre- 
dominantly a power project by financial allocation, does it not? 

Mr. Heap. This is getting into the method of cost allocation, but 
I will try to make my answer short. 

Mr. Enate. I do not want you to go into it in detail. You do have 
avery complicated method of cost allocation, do you not ? 

Mr. Heap. Yes; the separable cost remaining-benefit method. It is 
complicated. 

Mr. Enete. I do not quarrel with that. What I am saying is that 
if the cost allocation to commercial power were reduced that would 
then reduce the amount of annual cost of power, would it not? 

Mr. Heap. Yes. 

Mr. Enote. And reduce the assumed amount of annual power cost? 

Mr. Heap. That is correct. 

Mr. Enate. And then you would compute a lower power rate, would 
you not ? 

Mr. Heap. Power cost. Rate is.out of my bailiwick. 

Mr. Encte. Assuming that you produced the same amount of kilo- 
watt-hours. 

Mr. Heap. The cost of that production would be less; yes, sir. 

Mr. Enere. Of course. And in order to get the power cost, you 
divide the amount of kilowatt-hours into the annual cost, is that not 
right ? 

Mr. Heap. That is correct. 

Mr. Eneiz. So you have to proced on certain assumptions. That 
brings me to this question, since we have made all of these other 
assumptions—we made some assumptions and came out with the 
power rate of 5.8 and one with 6.3, and we had a power rate of 7.3 
back here at this time. Just what assumptions did you use to come 
out with your 8.9 mills? Will you give me the figures? 

Mr. Heap. Yes. 

Mr. Enete. I want the annual cost allocated to power, and I want 
the annual production of kilowatt-hours on which you predicated 
your 8.9 mills, 

Mr. Heap. Our annual cost on which this computation was made 
was $8,616,000. That is divided by 970 million kilowatt-hours. 

Mr. Enewe. That is the same figure so far as kilowatt-hour is con- 
cerned, using the computation that appears on page 100 of the docu- 
ment just referred to? 

Mr. Heap. That is not quite correct. I have made one adjustment 
that was not made in the other analysis. They had used a firm of 
1,067 million kilowatt-hours. I consider it should be reduced by 
adjustment. However, I also made an analysis on the same basis 

Mr. Encte. Let’s stop right there. That is exactly the point I am 
getting to. What you have done is you have increased the annual 
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cost of power and reduced the annual kilowatt-hours in order to ar- 
rive at 8.9; is that right ? 

Mr. Heap. If I do it exactly like it was done before and use the 
kilowatt-hours on the same basis as used before, I come out with 8.7 
mills. I do not have that sheet before me. 

Mr. Encte. Now, we have another figure here. I am getting a little 
confused now. Do we have another figure? Is it 8.7 or 8.9? 

Mr. Heap. 8.7 if done exactly the same way it was done in the 
Senate hearings. 

Mr. Bennett said I had made one adjustment. I had made an ad- 
justment: If it is done exactly like it is done in the Senate hearings, 
my answer was 8.7. 

Mr. Enate. Yesterday, the testimony was 8.9. 

Mr. Heap. Yes, sir. 

Mr. Enerie. And you admit you reduced the total number of kilo- 
watt-hours in order to arrive at that? 

Mr. Heap. Yes, sir. 

Mr. Ener. So you now readjust that back to the figure which ap- 

ears in the Senate document as 1 billion 67 million kilowatt-hours; 
is that right? 

Mr. Heap. That is right; I have reduced it. 

Mr. Enotr. And you have increased the annual allocation to power 
based upon this assumption that these costs are going to go on up? 

Mr. Heap. That is correct. 

Mr. Encore. I want to come back to this matter of firm power in 
just a moment. But it was stated—and the Secretary seemed to be 
very grievously hurt—that somehow or other he had to figure out a 
way to make an asset out of a liability. It is true, is it not, Mr. Head, 
that in 1955, when this project was presented to the committee, it was 
presented with a benefit-cost ratio of 3 to 1 and a benefit-cost ratio on 
direct benefits of 1.98 to 1. Is that right? 

Mr. Heap. That is correct. 

Mr. Enetr. Do you know any other reclamation project in recent 
ears or in California that has come before this committee with that 
ind of benefit-cost ratio? 

Mr. Heap. Not on a direct benefit-to-cost ratio; no, sir. 

Mr. Enorie. Now you might mention the Ventura project. I thought 
maybe you would mention that. The Trinity was just a little bit back 
of it. That was the reason I called this the gold-plated Trinity. If 
this project came before the Congress with that benefit-cost ratio 
unexcelled by any project in recent years except possibly one, 
on what basis do we now have to change a liability into an asset? 

What I would like to find out is whether this committee was being 
bamboozled in 1955 or not. 

Mr. Bennetr. From that point of view 

Mr. Enate. I did not ask you to answer that question, Mr. Bennett. 
I am directing my question to Mr. Head as a technical witness and I 
am talking about technical matters. 

What I cannot understand and what I want explained is how a 
project can come before this committee in 1955 with a 3-to-1 benefit- 
to-cost ratio, direct benefits of 1.86 to 1, and then we are told that we 
have to change a liability to an asset. 

Will you explain how in the world you can ever come up with those 
kinds of conclusions which are diametrically opposed ? 

207175819 
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Mr. Dawson. Will the gentleman yield to me? 

Mr. Enatr. No; I will not yield. I want to get this thing straight. 
We have been barking around here and been told this is a sour project 
and has to be baled out. I just want to know when the Department of 
the Interior was hornswoggling this committee, whether it was in 1955 
or in 1958. 

Mr. Heap. I can say onething. You are asking me something I am 
sure you cannot expect me to answer fully. But the benefit-cost ratio 
is still good on this project in 1958. 

Mr. Enetx. You mean this is still a good project? 

Mr. Heap. It still has a total benefit-cost ratio of 2.38 to 1, direct 
benefit-cost ratio of 1.58 to 1. 

Mr. Enete. Then why isitsuchaliability? Isit not this, Mr. Head, 
that when you put the Trinity in with the Central Valley project as a 
coordinated unit, you get what I call 2 and 2 make 5, and that is that 
Trinity is coordinated with the Central Valley project to produce 
benefits which would not be available to this project standing alone. 

Mr. Heap. Talking as a planning engineer, you are correct. That 
is my job, to develop the project, develop the resource, and to put 
water on the land. Trinity does that, the Central Valley project does 
that. 

Mr. Enate. I am glad to hear it stated that this is actually an excel- 
lent project after all. 

I want to go back to this matter that we were talking about on page 
100 of the Senate hearings, which involves the question of just what 
this project produces in the way of goods. This is a kilowatt factory 
and it is producing goods, to wit, kilowatts. Now, the bigger the 
volume the lower the cost; is that not right? 

Mr. Heap. That is correct. 

Mr. Enere. So the volume of kilowatts that comes out of this factory 
an important matter ; is it not? 

Mr. Heap. It certainly is. 

Mr. Enete. I assume you have before you the statement made by 
Mr. Morris? 

Mr. Heap. Yes, sir. 

Mr. Encie. Now, the production of a kilowatt factory depends on 
its capacity and on the water available; is that not correct ? 

Mr. Heap. That is correct. 

Mr. Enatr. And those two produce the kilowatt-hours of energy 
which are sold. 

Now, Mr. Morris says that the Secretary 
statement. If you have it before you. 

Mr. Assorr. What page is that in the transcript, do you know, Mr. 
Chairman ? 

Mr. Enete. I just have the statement before me here. 

Mr. Assorr. We have the mimeographed statement. 

Mr. Eneie. Mr. Morris, on page 3 of his statement, says that the 
Secretary used 935 million kilowatt-hours when his own 1957 report 
entitled “Trinity River Division” shows 1,061 million kilowatt-hours. 
Now you are using in this instance an annual kilowatt-hour produc- 
tion of 950; is that not right ? 

Mr. Assorr. We used 935 in our forecasting of the loads we would 
serve to preference agencies. 
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Mr. Enete. How do you reconcile that with the billion 67 million 
used on page 100 of the Senate report? As a matter of fact, the Secre- 
tary is using two sets of figures, is he not ? fs 

Mr. Heap. The figure used in the Senate report, 1,067 million kilo- 
watt-hours, is the figure that was used in the 1955 hearings both in the 
House and in the Senate, is the additional generation by adding Trin- 
ity River division, total generation. 

Mr. Enote. But in this case they are two separate sets of figures; 
are they not ? PA t's 

Let us go back to the question of the capacity. Trinity is based upon 
250,000 kilowatts of installed capacity ; is it not? 

Mr. Heap. Trinity? 

Mr. Enate. Yes. 

Mr. Heap. It has installed capacity of 369 kilowatts. 

Mr. Enate. I mean firm dependable capacity. 

Mr. Heap. The firm dependable capacity attributable to Trinity 
is 330,000. 

Mr. Enotes. Isthat what you have used in these figures ? 

Mr. Heap. As project dependable capacity, yes; but in the ability 
to serve preference agencies as we discussed yesterday, we only have 
enough energy to support 250,000 kilowatts. 

Mr. Enetz. Am I correct in saying that you have only used 250 
in all of your analyses in serving preference customers ? 

Mr. Heap. That is correct. 

Mr. Enetx. Why do you admit on one hand that the dependable 
capacity is 330,000 and use 250,000 in another instance ? 

Mr. Heap. As we described yesterday, the 730,000 dependable ca- 
pacity is that capacity that would be available in P. G. & E.’s system 
with 2,780 kilowatt-hours per kilowatt. For preference-agency loads 
we need 4,800 kilowatt-hours per kilowatt which limits us to 650,000 
kilowatts of firm load to those preference customers. 

I would like, Mr. Engle, if I could, to go back and review this whole 
energy question just a minute with you as far as Mr. Morris’ statement 
is concerned. 

Mr. Enete. I am afraid it is going to take too long. 

You have read Mr. Morris’ statement, have you not ? 

Mr. Heap. Yes. 

Mr. Enaie. Do you disagree with it ? 

Mr. Heap. Yes. I must. And I would like to have about 3 minutes 
to show where the difference is. 

Mr. Enate. I have only about 3 minutes left, and I have some other 
things I want to cover. For instance, would you explain to the com- 
mittee why in 1 table, which appears on page 44 of Committee Print 
13 and he referred to that in his statement—you charged the energy 
bank account with 75 million kilowatt-hours which has been taken 
out of the bank account to make the partnership look sweet and has 
been left in the bank account to make all Federal development look 
bad? Can you reconcile those two figures on page 46 and page 44? 

Mr. Heap. Yes. I am aware of the two pages you are talking about. 
On page 44, the column on the right-hand side of that table shows an 
accumulation or what we call the bank account. That is almost intact, 
as you notice, throughout. 
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In our negotiations with the company, early in our negotiations, it 
was stated definitely to us that it would not continue the account that 
had been built up between 1951 and 1961 through the 50-year period, 
By negotiations as indicated in the amendment to the sales and inter- 


change contract at the bottom of page 27 of House Document 94, 
the—— 


Mr. Asprnaty. The time has expired under the agreement. 

Mr. Ruopves. Mr. Chairman, since the gentleman was in the middle 
of answering a question, could we have unanimous consent that the 
time be extended to answer the question ¢ 

Mr. Enate. I object, Mr. Chairman. We are at the end of our time 
and the opponents are supposed to go on. 

I have no objection to him completing the answer. 

Mr. Ruopes. May I ask unanimous consent he be allowed to complete 
his answer for the record ? 

Mr. Enete. Yes. 


Mr. Asprnauti. Will you complete your answer for the record and 
give it to us so it can be printed in the record. 

Mr. Dawson. Do I understand now there is going to be no more 
ees for these witnesses to insert in the record the material 
referred to here which they wanted to insert and which they were 
deprived of the opportunity to discuss? 

Mr. Enate. No, indeed. 

Mr. Asprnau. Unless there is objection, that material will be printed 
in the record at this place in the hearing. Hearing no objection, it is 
so ordered. 

(The document follows :) 


COMPLETION OF STATEMENT BY Mr. HEap 


By negotiations, as indicated in the amendment to the sales and interchange 
contract, bottom of page 27 of House Document 94, the company agreed to a 120- 
month running bank account. It is readily apparent from column 10 of the 
table on page 46 that the bank account reduces to zero by 1975 or early in the 
50-year pay out period. The data contained in this table and numerous other 
tables in the report were prepared prior to final negotiations on the proposed 
amended sales and interchange contract and although we left accumulation in 
the table we knew at that time that the company was not going to allow us to 
maintain that accumulation throughout the 50-year period. 

With regard to the figures on page 46 in the right-hand column, I realize the 
inconsistency between the use of the bank account on that page and on page 44. 
We determined that 400,000 kilowatts firm load was all that we could support 
without decreasing the project surplus. I, therefore, instructed the technicians 
to show a purchase of the necessary energy to support the 400,000-kilowatt load 
in the payout study. I discovered 2 or 3 months later, the technician, in pre 
paring the table on page 46, had obtained support energy by purchase from the 
bank account. I immediately made a check as to the difference between pur- 
chase outside the bank account and purchase from the bank account. I found 
that this would have decreased the total project surpluses under joint develop- 
ment by only a little over a million dollars. I therefore decided not to bother 
with changing the table. 

Mr. Chairman, I wish to take this opportunity to explain the differences 
between Mr. Morris’ evaluation of the energy available from the Trinity River 
division and our analysis. 

First, it is extremely important to recognize that this project will be operated 
for conservation with power operation only incidental thereto. 

Mr. Morris based his analysis on the P. G. & E. study T-3 and when he adjusted 
that study to allow for the 50-year long-time average runoff as compared to the 
dryer 20-year period, he arrived at an adjusted kilowatt-hour weighted average of 

852 million. At this point, I will explain a major difference between the 
P. G. & E. estimates and ours of average annual energy generated at Trinity. 
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The water operation studies, on which all of our analysis are based, project 
the historical hydrologic period 1921-22 to 1940-41 into future years. 

Trinity Reservoir will operate as a long holdover reservoir, while Shasta and 
Folsom fill almost every year. In our operating studies of the combined system, 
we, of course, drew all reservoirs down to minimum storage at the end of 1934 
irrigation season. Between 1935 and 1940 we held back releases through the 
Trinity system as much as possible to build storage back into Trinity. 

Because of the sequence of years following 1934, and by operating this way, we 
spilled at Trinity. If we had looked ahead from 1935 to 1940, we could have 
released water through the Trinity system down the Sacramento River while 
Shasta was spilling and wasted Trinity water through the delta rather than 
waste it down the Trinity River in 1940. 

But because the primary purpose of the project is conservation, and because 
another dry period might follow the period ending in 1934, we, in actual opera- 
tion, will hold back at Trinity and fill that reservoir as rapidly as possible. 

On the other hand, the company in its T-3 study brought water through the 
Trinity system to the Sacramento River through this period, even though Shasta 
and Folsom were filling and spilling. This, of course, was necessary as it must 
have a dependable power supply from the Trinity plants to assure its investment. 

During the negotiations with the company, this situation was brought out and 
discussed. It is very important to note language on page 14 of House Document 
94, that the falling water agreement provides “the United States shall make 
available each month, for use by Pacific pursuant to articles 11 and 12, water in 
minimum amounts as follows, or in lieu of any part thereof shall furnish electric 
power and energy from Central Valley project hydroelectric powerplants equiva- 
lent to the potential generation of the water not so made available.” This provi- 
sion then allows the United States to hold back releases through the Trinity 
system when those releases would otherwise be wasted down the Sacramento River 
and supply equivalent electric energy to the company when energy is available 
from Shasta and Folsom for that purpose. 

It is also important to note that this provision was not taken into account in 
the payout studies under partnership; but if it had been, in my opinion, addi- 
tional earned surpluses would have been available at the end of the payout 
period, as we would be transferring what would be dump power to the company 
receiving full alternative value as payment, while, at the same time, creating a 
greater head and water quantities on the Trinity system in the following year. 
Again let me repeat that this is a very important article in the falling-water 
agreement. 

The payout studies under all-Federal development reflect the adjustment from 
the 20-year period to the 50-year water period. The payout studies under partner- 
ship, however, reflect only the falling water energy available during the 20-year 
period. If the partnership analysis had been adjusted to reflect the 50-year 
period the earned surplus at the end of the payout period would, of course, have 
been greater. 

Mr. Chairman, anyone examining our water supply studies and the company’s 
T-3 study can readily draw a conclusion that we have excessive spills in our 
studies. However, I firmly believe that it is the way the project would be oper- 
ated either under partnership or under all-Federal development. At least I can- 
not assume, in forecasting preference agency loads, that the energy shown avail- 
able under the company’s study would be available under actual operations. 


Mr. Dawson. Do I assume that includes the document the witness 
was referring to that he wanted to speak on ? 

(Discussion off the record. ) 

Mr. Tuomson. I have an additional unanimous request. 

I think all of us want as much information as we can get. I am sorry 
we do not have more time on these witnesses who represent the Govern- 
ment interest and public interest. I would like to make the unanimous- 
consent request, because it is important to determine what are the 
requirements out in California, that the Department furnish for the 
record, both with regard to California woualle and the Central Valley 
in particular, the projects that are authorized, the estimated cost of 
them, that are yet to be constructed, the projects that are recommended 
for authorization, the estimated cost of them, the projects that are 
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under study, their status, their present estimated costs, and, insofar as 
possible, the rate increase that would be required in Central V alley 
power rates to provide the necessary wherewithal in the way of funds 
to go ahead on a feasible basis. 

Mr. Asprnatyt. Your request goes only to the Central Valley 
project ? 

Mr. Tuomson. My request was in two categories: California and 
then Central Valley with regard to each one of those items. 

Mr. Asprnatu. May the Chair ask what this has to do with outside 
of the Central Valley which we are studying at the present time? 

Mr. Tuomson. I will inform the Chair that in studying the ap- 
propriations for reclamation construction this year, some have been 
cut in spite of the fact that the Secretary got more money than in 
previous years when the budget was hard pressed, and I think it has a 
very real bearing upon whether or not the projects in the other 16 
States can go forward. If there is any objection, I would limit it to 
Central Valley. 

Mr. Asprnaty. May the Chair suggest you limit it to Central Val- 
ley for the hearing and when we argue in marking up the bill, then 
the gentleman 

Mr. Tuomson. I would so limit it. 

(The information requested is as follows :) 





Units of the Central Valley project authorized but not constructed : Capital coat 

Trinity River division (under construction) _._________-___- $262, 000, 000 

Includes Cow Creek unit, under study ($2,500,000) 

Sacramento Canals unit (under construction) ..__._.____- 60, 128, 000 
Unit recommended for authorization: San Luis unit__________--__ 290, 430, 000 
Units under study and status: 

Auburn unit, feasibility studies nearing completion_________- 138, 255, 000 

Folsom South unit, feasibility studies nearing completion____ <, 095, 000 

Yolo-Zamora unit, feasibility studies nearing completion___- 2, 780, 000 

East Side division, studies underway_____________~- a era *1, 100, 000, 000 


1 Rounded. 


Reconnaissance studies of the East Side division are well advanced. Four 
feasibility studies stemming from the investigation—Nashville, Fresno-Chow- 
chilla, Mendota-Kings, and Friant-Kern extension—were begun this fiscal year 
and other feasibility studies of related units are scheduled for future years. 
Some 13 major reservoirs, 5 powerplants, and several hundred miles of convey- 
ance conduits, to be coordinated with the State water plan and constructed in 
stages as needs develop, would be involved. 

Power rate adjustment: The need for future power rate adjustments to assure 
payout of future expansions of the Central Valley project depends largely upon 
the cost of such future expansions and the timing of their construction. The 
longer such works are deferred the greater will be the accumulation of revenues 
from existing Central Valley project sources to assist in overall project payout. 
On the basis of presently estimated costs and expectancies as to timing it appears 
that addition of the Auburn, Folsom-South, and Yolo-Zamora units to the Central 
Valley could be accomplished without requiring an increase in existing Central 
Valley project power rates. Further expansion of the Central Valley project to 
include the East Side division would, in all probability, require an increase in 
Central Valley project power rates to assure payout. Assuming completion of 
construction of all authorized units, the construction of the San Luis unit, and 
construction of units now under study including the East Side division, all within 
the next 30 years, it appears that an increase in Central Valley project power 
rates of from 15 to 20 percent would be required beginning in 1961 to repay all 
reimbursable costs of the project in the period ending 50 years after the last 
irrigation facility is placed in service. This estimated rate increase is, of course, 
a rough approximation, as it is based on reconnaissance cost estimates for 
features of the East Side division and upon assumed rates and sequences of 
construction. It also does not take into consideration possible future increases 
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or decreases in construction and operation cost levels. Significant changes in 
any of these factors would affect materially the magnitude of power-rate increase 
that might be required. 

Mr. Assorr. One other request, Mr. Chairman. In Congressman 
Engle’s question about bamboozling, would it be in order for us to 
submit a statement in the record at that point ? 

Mr. Enete. If you can explain that, I would like to have you do it. 

Mr. Chairman, I want the statement submitted so we can see it 
before it goes in the record. I am not going to sit here and have 
them pour a bunch of junk in the record, and I have no chance to 
answer. 

Mr. Bennetr. Mr. Abbott, the suggestion, the word “bamboozling” 
may have been junk, too. 

Mr. Ener. That is a matter of opinion. 

Mr. Bennett. That is correct. 

Mr. Asprnatu. Mr. Abbott, you may submit the statement. 

Under our agreement we will have Mr. Morris come to the witness 
table. 

Dr. Murr. A parliamentary inquiry on Mr. Morris. 

How much time is he to have and how much cross-examination 
will be permitted ? 

Mr. Asprnauu. Off the record. 

(Discussion off the record.) 

Mr. Asprnaui. Mr. Morris makes the unanimous consent request 
that further figures as to his comparative estimates of costs for 20 
to 50 years in “the United States to other preference customers be 

made a part of the record. 

Dr. Miter. Reserve the right to object. 

Mr. Enetx. Reserve the right to object. 

Mr. Asprnatu. The gentleman from California, Mr. Engle. 

Mr. Enate. I would like to reserve the right to object to make the 

additional request he be given an opportunity to make a short ex- 
planation of it. This is the case for the proponents and I think he 
ought to have a chance to go into this statement which had to be 
revised somewhat in the light of recent disparities in the Department 
and Pacific Gas & Electric figures. 

Mr. THomson. Reserve the right to object. 

Dr. Mitier. You submitted some figures a few days ago? 


STATEMENT OF SAMUEL B. MORRIS, CONSULTING ENGINEER, 
LOS ANGELES, CALIF.—Resumed 


Mr. Morris. Yes. 

Dr. Mituer. In other words, the chart at that time is not correct, 
you want to add something to it or change it ? 

Mr. Morris. There are some additional studies in this one, and it 
includes the third revision which the Secretary made in his figures 
which I wanted to have in a complete table which I did not have 
available until yesterday. 

Mr. Tuomson. Mr. Chairman, is the man going to be permitted 
to explain these figures ? 

Mr. Asprnatu. That is right. 

Mr. THomson. Then can we hold our reservation until after he has 
made the explanation ? 
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Mr. Asprnatu. The Chair does not see any reason for doing that 
because, after all, his explanation goes into the record and should be 
founded upon that. 

Mr. Tuomson. Very well. I withdraw my reservation. 

ony Ruopes. I cannot see any reason for keeping this out of the 
recor 

Mr. Tuomson. I do not either, but was wondering how come they 
have been changed. 

I withdraw my objection. 

Mr. AsprnaLL. Without objection, the matter will be printed in the 
record and Mr. Morris will now be permitted. 

Dr. Miuurr. Reserve the right to object. 

Mr. Morris, you heard the Department say they violently disagree 
with your statement to certain particular problems, a case of engineers, 
I guess, disagreeing. Has the Department seen this revised schedule 
or do they agree to this? 

Mr. Morris. This has no changes in the item to which they objected. 
As I understand it they objected to my use of 1,350 million kilowatt- 
hours per year. 

Dr. Mritter. The chart does not refer to that ? 

Mr. Morris. That was in the record before and that has still been 
used. There is no essential change in this over the other as far as the 
number of kilowatt-hours and kilowatts of installed capacity. 


Mr. Asprnatu. All objections having been withdrawn, the matter 
will be printed in the record. 


(The document follows :) 





TABLE 1.—Trinity project—Comparative estimates of excess costs for 50 years 
to the United States and other preference customers by the Secretary of the 


Interior compared to those of the California Municipal Utilities Association 
(CMUA) Feb. 5, 1958 


Study 








Excess costs 
Description Without San | With San Luis 
Luis 
Secretary of Interior, Feb. 12, 1957 (250,000 kilowatts, 1,061,000,000 
kilowatt-hours per year available, 935,000,000 kilowatt-hours 
per year used). __- a ; $86, 000, 000 $118, 000, 000 
Secretary’s revision, June 1957 (same as study 1)- 115, 000, 000 150, 000, 000 


Secretary’s revision, February 1958 (same as SS ET eS 139, 128, 000 176, 100, 000 
Secretary of Interior study, revised for CMUA using P.G.&E. 
November 1957 rates (25, 00 kilowatts, 1,061,000,000 kilowatt- 





hours per year available, 993,000,000 kilowatt-hours per year used).| ' 187,000, 000 192, 000, 000 
Same as study 4, with all- Federal use, including Ames Laboratory. fe ND ee. 
Same as study 4, with all-Federal use, excluding Ames Laboratory 1 221, 000, 000 


New CMUA study (330,000 kilowatts, 1,359,000,000 kilowatt-hours 

per year available, 1,329,000,000 kilowatt-hours per year used)._| 2 245, 000,000 |._....._..-.---- 
8 | Same as study 7, excluding Ames Laboratory -. 2 258, 000,000 |... .__- ~~ 
7 Same as study 7, with all-Federal use, including Ames Laboratory.| 2 284. 000, 000 Rk Soe cickene 
| Same as study 7 , with all-Federal use, excluding Ames Laboratory. 2 297, 000, 000 





1 Ratchet charges of $6,000,000 are included in studies 4, 5, and 6. 
2 Ratchet charges of $9,000,000 are included in studies 7, 8, 9, and 10. 


Mr. Asprnaty. Mr. Morris, how long do you wish to testify to this 
material ? 

Mr. Morris. I will answer any questions about it. I do not recall 
before I made any explanation of the table presented. 

Mr. Asprnauu, If you will make that at the present time. 
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Mr. Morris. If you would like, I will go briefly through what is 
in this table. 

You will notice it is headed “Comparative Estimates of Excess 
Costs for 50 Years to the United States and Other Preference 
Customers by the Secretary of the Interior Compared to Those of the 
California Municipal Utilities Association,” which I represent. 

The first column is a description of the study and study numbers 
at the left, and then the excess costs are shown without San Luis and 
with San Luis, and the first three studies are those of the Secretary. 

First, the study of February 12, 1957, which showed the excess cost 
at $86 million without San Luis and $118 million with San Luis. 
Then the Secretary revises that in June of 1957 to $115 million with- 
out San Luis and $150 million with San Luis. And then the figures 
which he presented yesterday, $139,128,000 without San Luis and 
$176,100,000 with San Luis. 

You will recall in my study I developed this next figure of $187 
million and $192 million by pointing out certain things where my 
study disagreed with that of the Secretary. 

First I referred to the rates charged to the SMUD in the Secre- 
tary’sstudy. He used a rate which the present Utility Commission of 
California says is applicable only to corporations for resale that take 
their total power supply from the Pacific Gas & Electric Co. So I 
made my study seal upon the existing contracts between the United 
States and SMUD. 

I also added the ratchet charge and I added the increase in the rates 
of Pacific Gas & Electric Co. which were effective in November of 
1957 and which had not yet been reported upon by the Secretary and 
I have the figure, $187 million without San Luis and $192 million 
with San Luis. 

The remaining figures which I have are confined to the study with- 
out San Luis. I did not repeat it with San Luis. 

And study No. 5 is the same study as study 4, except I eliminated 
the Ames Laboratory and assumed that such power would be used for 
other Federal customers. The reason for that was: There is a differ- 
ence on account of the fact that the Ames Laboratory has a very low 
load factor and the rates of the Central Valley project are dispropor- 
tionately high for very low load factors and there was not a compar- 
able saving to the United States by serving that customer as compared 
to other Federal customers which were available. 

Study 6 assumes that the Federal Government used all the power 
and none of it went to other agencies except the United States as far 
as the new power availability was concerned. 

Thus No. 6 was the same study as 5, but making this change in Ames 
Laboratory I speak of and furnishing that power to other Federal 
customers where there is more saving to the United States. 

Personally, I cannot see but what it is the duty of the Federal offi- 
cers to make the maximum saving they can make. Here the power is 
being generated by the United States, and why it should go to one 
agency which can make lesser savings, when there are other agencies 
which would make greater savings, is not apparent to me. 

I began first with study 7 as far as my own studies of available 
power is concerned, and studies 7, 8, 9, and 10 are based upon the avail- 
ability of the 730,000 kilowatts and 1,350 million kilowatt-hours from 
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the Trinity project, and that is 330,000 kilowatt capacity from the 
Trinity project. 

Mr. Ruopes. Mr. Chairman, may I ask what CMUA means? 

Mr. Morris. California Municipal Utilities Association. I put it 
in brackets at the top to identify it. 

Mr. Ruopes. Thank you. 

Mr. Morris. So that study showed, with the same proportionate dis- 
tribution between power going to Federal agencies and going to pref- 
erence customers as used by the Secretary’s study, an excess cost of 
$245 million. 

Then I excluded Ames Laboratory, which makes a difference of $13 
million, by selling that power to other Federal customers, and I got $258 
million in study 8. 

Then instead of selling part of that power to preference agencies, I 
sold it all to Federal customers, and I got $284 million, including Ames, 
in study 9. 

Then study 10 is the sale of all the power to Federal customers other 
than Ames Laboratory, where the maximum saving could be made to 
the United States, and this excess cost compared to P. G. & E.’s rate is 
$297 million. 

There is one other item. I do not know whether to mention it in 
the absence of Mr. Saylor because he asked me a question on it. 

Dr. Mitier. Before you get into that, may I ask one question ? 

Mr. Morris. Yes. 

Dr. Mitter. You did not show in your studies what there would be 
with San Luis in? 

Mr. Morris. No, I did not. 

Dr. Mutter. Does that make any difference at all ? 

Mr. Morris. I did not do that because there are certain added com- 
plexities. You will recall this is a rather difficult job to go into in a 
way, because of the way it is presented—the Central Valley project 
from its total history on one side, and the total Central Valley project 
with Trinity added, and then we are asked to make an analysis of 
Trinity by itself. When you take San Luis in it, you get certain other 
complexities in the allocations for power and the portions interest- 
free and the portions not, and I just decided I would not handle that 
one with my limited time, that I would leave it to show that the excess 
costs with San Luis are substantially greater, which is indicated by 
each of the studies made by the Secretary. 

Mr. Asprnaxt. Will you proceed with the other statement you were 
going to make, Dr. Morris? 

Mr. Morris. I was asked by Mr. Saylor, and I do not know whether 
TI should comment in his absence about this. 

Mr. Asprnatu. I understand he will be here, so let’s omit that now. 

Mr. Morris. Fine. 

Mr. Asprnatxi. The Chair recognizes the gentleman from California, 
Mr. Engle. 

Mr. Morrts. I am ready for any questioning which the committee 
may care to make. 

Mr. Ruopes. A parliamentary inquiry, if I may, Mr. Chairman. 
How long will we have with the witness ? 

Mr. Asrrnatu. That is in the hands of the committee. I do not 
know whether or not there are other witnesses to appear for the 
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opposition. We have all this morning and will start out tomorrow 
morning with Mr. Morris at the table. 

Mr. Ruopes. The Chair has no plans to sit this afternoon ? 

Mr. Asprnatu. No, we cannot. 

(Discussion off the record. ) 

Mr. Enetr. Mr. Morris, the table which you have presented bears 
directly, does it not, on the question of which is a more profitable deal 
to the Federal Government and to the taxpayer ? 

Mr. Morris. That is correct. 

Mr. Ener. And it bears directly, does it not, upon the statement 
made by the Secretary of the Interior in his testimony yesterday that 
the partnership with the Pacific Gas & Electric Co. would produce 
$165 million in additional surplus and $83 million in additional Fed- 

eral taxes, for a total of some $248 million? Is that correct? 

Mr. Morris. That is my recollection. 

Mr. Enexe. In other words, what we are trying to do is to equate 
these propositions: All Federal construction and what it would cost 
and produce in the way of surplus, if any; and what would happen 
under the partnership. 

Mr. Morris. I might say these are all based upon existing P. G. & E. 
rates. We see from the history that they have been advancing quite 
frequently, and they are based upon the Central Valley project rate 
as existing also, without change. 

Mr. Eneir. What you have done is you have projected the exist- 
ing rates 50 years ? 

Mr. Morris. That is right. 

Mr. Enotes. On the assumption they will not change / 

Mr. Morris. Yes. 

Mr. Eneie. As a matter of fact, the Pacific Gas & Electric Co. rates 
have increased 40 percent in the last 15 years. Is that not correct? 

Mr. Morris. Yes. It depends somewhat upon which schedule of 
P. G. & E. rates you take, the degree of percentage increase in rates 
which has been effective, that is, the rates for domestic customers, 
the rates for power customers, the rates for resale customers, each 
have advanced somewhat differently during that period. 

Mr. Enexr. Do you regard the assumption those rates are not going 
to go up as a realistic assumption ¢ 

Mr. Morris. No, but it just could not be forecast. To make some 
comparison we took existing rates in both cases. 

Mr. Ener. There is one difference, is there not, that under the 
proposed arr angement the P. G. & E. payment for falling water will 
stay at 4.6 for 50 years ? 

Mr. Morris. That is, as I understand it, the offer is for 50 years. 

_Mr. Enerr. One side is static and the other side may go up; is that 
right / 

Mr. Morris. That is right. 

Mr. Enerr. If they do go up, it would make a difference in the re- 
sults. Just assuming the P. G. & E. rates increased as much in the 
next 50 years as they have increased in the last 15 on the average, w::at 
would it add to these figures ? 

Mr. Morris. It would add very gre: itly to these figures. I have not 
made a new computation, but the difference in costs would add pro- 
portionately more than just the degree of percentage; that is, if you 
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took a 20 percent increase in rate on P. G. & E. and no change in rates 
for Central Valley project power, the percentage increase would be 35 
or 40 percent more because this is dealing with differences: If you get 
the idea. 

Mr. Ruopes. Will the gentleman yield at that point? 

Mr. Enote. Yes. 

Mr. Ruopes. Is it not true, Mr. Morris, for P. G. & E.’s rates to go 
up their costs would have to go up also? 

Mr. Morris. Yes; that is correct. 

Mr. Ruopes. So, if the costs are fixed as far as the falling water is 
concerned, at least as far as Trinity Power is concerned, how could 
Pacific Gas & Electric ask for any increase in rates ? 

Mr. Morris. May I make one comment on this matter of falling 
water. Personally, I think it is entirely proper that the P. G. & E. 
should pay a fixed rate for 50 years if it enters into a contract for the 

ortion of the costs which represent the capital investment to the 
United States. But the portion of the cost which represents operating 
costs to the United States in connection with its reservoir and making 
water available, that I think should be periodically corrected to rep- 
resent such changes as might take place. 

Mr. Ruopes. Would you answer my question now as to how these 
rates can go up if the costs do not goup? The gentleman from Cali- 
fornia is assuming there will be some rate increases. Iam asking you 
how there can be rate increases if the costs to P. G. & E. of producing 
power at Trinity do not go up? 

Mr. Morris. P. G. & E. rates are in very minor degree governed by 
this single element. They are dependent upon the rest of the whole 
extensive system more than 5 million kilowatts. So this Trinity proj- 
ect has an infinitesimal effect on the P. G. &. E. rates. 

Mr. Ruopes. We are indulging in speculation as to whether the rates 
goup. We cannot look at the P. G. & E. rates and say whether they 
will go up, and all we have before the committee now is Trinity power. 
If you go into the other part it will be the wildest sort of speculation, 
which I do not think the gentleman from California would indulge 
in. Therefore, if you are speculating on the rise of rates, it seems to 
me you would have to pinpoint it to Trinity power. 

Mr. Morris. I did not dothat. I used existing rates in this. I was 
asked what the past record was, and I had to say that the past record 
showed large increases had taken place. 

Mr. Ruopes. So actually there is no validity in any speculation on 
an increase in rates as applied to Trinity Power. This is merely spec- 
ulation. Is that not the case? 

Mr. Morris. It is certainly based upon a lot of past history. 

Mr. Encur. Let me put it this way: Is it not true, Mr. Morris, that 
what we are dealing with here, as the Secretary of the Interior in his 
letter of transmittal to the Congress said, is offsets? 

He said there is $165 million in excess surplus and there is $83 mil- 
lion in additional taxes, but against that you have to offset the addi- 
tional cost to the Government of buying energy for its own installa- 
tions if it does not have any energy from the Trinity to supply those, 
and also additional costs to any preference customers. 

Mr. Morris. Yes. By this table I indicate that the greater excess 
cost is if the Federal Government uses all the power. The decision 
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is really in the same Government hands. If it cost the Government 
$297 million more for power, that more than offsets savings which 
have been suggested, the accumulated surplus suggested. 

Mr. Enetx. In order to make your statement clear in the record, 
the first 3 points deal with the 3 revisions of figures submitted by 
the Secretary. The first one came in February, then he confessed 
error and had to revise them June 1957. Now his most recent one is 
as of this hearing. Your figure of $139,128,000 is not substantially 
different than the figure he gave the other day in his statement, is it? 

Mr. Morris. That is his figure which he presented yesterday. 

Mr. Enate. Your items 4, 5, and 6 deal with taking his assumptions 
with reference to power capacity and power production in kilowatt- 
hours, revised according to the mistakes you have found in those fig- 
ures as set forth in your initial statement; is that correct? 

Mr. Morris. That is right. You will notice there is a little more 
kilowatt-hours used, because it was found that the SMUD load factor 
was greater than his assumptions and more kilowatt-hours would go 
on this SMUD contract than he had. So that was the only correction 
in kilowatt-hours, but that is still within the 1,061 which he said are 
available. That changed the annual kilowatt-hours from 935 to 993, 
an increase of 58 million kilowatt-hours. 

Mr. Enetr. When you get down to items 7, 8, 9, and 10, on those you 
use your own analyses of the production of this kilowatt factory; is 
that right ? 

Mr. Morris. That is correct. 

Mr. Enore. And you arrived at those figures on the basis of a firm 
dependable capacity of 330,000 kilowatts and 1,350 million kilowatt- 
hours ? 

Mr. Morris. That is correct. 

Mr. Encie. When you use those figures you come out then with the 
results that you refer to. 

On No. 9, for instance, why is No. 9 different than No. 10? 

Mr. Morris. There is $18 million difference there, which arises 
through serving other Federal customers rather than Ames Labora- 
tory. Ames Laboratory has a very low load factor, in which the dif- 
ference between the P. G. & E. rate and the Central Valley rate is not 
as great as it is in those of the more normal load factors, such as the 
Atomic Energy Commission or the naval installations. 

Mr. Enete. In other words, 8 and 9 deal with this very exceptional 
load problem that is involved in the Ames Laboratory where they run 
the Mote for an hour or soa day ? 

Mr. Morris. Seven and nine include the Ames Laboratory; 8 and 10 
do not. 

Mr. Ruoprs. Will the gentleman yield at that point ? 

Mr. Enate. Yes. 

Mr. Ruopes. In your study No. 7, you have 330,000 kilowatts firm 
power ? 

Mr. Morris. Yes. 

Mr. Ruopes. Is not that the total peak production from Trinity / 

Mr. Morris. That is the power whieh testimony has shown is de- 
pendable power, not necessarily firm power, but dependable power, 
as in the Secretary’s testimony, available from the Trinity project. 
That is increased in amount as compared to the Central Valley project 
without Trinity. 
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Mr. Ruopes. Dependable power then is not the same as firm power. 
I think I have asked that before. 

Mr. Morris. Firm power is defined as that available in a particular 
month in a particular historic dry cycle. 

Mr. Encore. Fundamentally and basically, the difference between 
your conclusions and the Secretary’ s depends upon the analysis of 
the dependable firm capacity and the kilowatt-hour production of 
the kilowatt factory. Is that not right? 

Mr. Morris. Yes. In these studies, 7 to 10, that is. In the other 
ones I have used the Secretary’s own available energy and available 
kilowatt capacity. 

Mr. Enoate. So that what it boils down to is this: That if you 
figure that Trinity can produce more kilowatt-hours, then, and actu- 
ally the loss to the Federal Government or the excess cost to the 
Federal Government becomes greater. Is that correct ? 

Mr. Morris. That is correct. 

Mr. Enere. And on the basis of your study you came to the con- 
clusion that the firm dependable capacity ought to be 330,000 kilo- 
watts instead of 250,000 kilowatts which the Secretary used as a basis 
for figuring his load to Federal and preference customers. Is that 
not right ? 

Mr. Morris. Yes. He recognized that capacity was there, but he 
said the break-even point, as I understood his testimony, was by selling 
only 250,000 kilowatts and let the remaining 80,000 kilowatts go to 
P.G.& E. 

Mr. Encie. What he is actually doing is allocating 80,000 kilowatts 
of firm capacity to the P. G. & E. Co.; is that right ? 

Mr. Morris. Yes; of dependable capacity. 

Mr. Enate. Of dependable capacity. 

Mr. Morris. Yes. 

Mr. Enate. That is the point, is it not, which is criticized by the 
Comptroller General in his 1956 report ? 

Mr. Morris. Yes; it is—in general, not, I think, in specific amount 
of kilowatts, because he is dealing with the present installation and 
not the Trinity installation. 

Mr. Enetze. When you come to the matter of the kilowatt-hours 
produced, that is a determination of two factors, is it not: the ca- 
pacity of the plant, plus the water available to produce the kilo- 
watt-hours ? 

Mr. Morris. That is correct. 

Mr. Enerr. How do you explain to the committee that your kilo- 
watt production in this kilowatt factory is some 300 million kilowatt- 
hours annually more than that stated by the Secretary of the Interior 
in his report, being the difference between 1,061 million and 1,350 
million ? 

Mr. Morris. The foundation of my figures is, first, the P. G. & E. 
study which is reported in Committee Print No. 13, which shows an 
average amount of 1,248 million kilowatt-hours per year. He ex- 
presses it as initial conditions. 

Mr. Ener. Where does that appear, Mr. Morris? 

Mr. Morris. That is on page 9. He expresses it there in the 
P. G. & E. report as initial conditions, 1,262,900,000; and ultimate 
conditions, 1,218 million kilowatt-hours. Computing the average of 
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that for the 50 years, I find the average is 1,248 million. That avail- 
ability of power was determined for a 20- -year period from October 

1921 through September 1941. During that 20-year period, the flow 
of the Trinity River was much lower than it was in the long-time 
average. In fact, the long-time average flow of the Trinity is nearly 
24 percent g greater than it was in that period of study. So I increased 
the amount of power available. Instead of 1,248 million, I increased 
it by 104 million kilowatt-hours a year, w hich is taking advantage 
of about 35 percent of the additional available water. I consider that 
the other 65 percent might not be available, but I used 35 percent of 
the additional amount of water available in the long-time record as 
compared to this shorter dry period. Certainly in ‘the aver age the 
benefits to the Federal Government and the benefits to P. G. & E. will 
flow through the quantity of water which is in the average available. 

Mr. Enete. I am not sure I understand it, but if I have it cor- 
rectly, the P. G. & E. has given different figures on the production 
of this kilowatt factor y than the Interior Department. Mr. Head was 
just up here and he was juggling this figure around to come out with 
8.9 mills power cost, and he used 970 million kilowatt-hours. Do I 
understand on page 9 that P. G. & E. has said that actually ought 
to be 1,262 million ? 

Mr. Morris. 1,248 million in the average. Under initial conditions, 
they have 1,262,900,000, and ultimate 1,218 million. If you take it 
over the 50 years, that averages 1,248 million. 

Mr. Enate. If my arithmetic is right, the Department and the 
P. G. & E. are in disagreement to the tune of about a quarter of a 
billion kilowatt-hours. Is that possible? 

Mr. Morris. Yes. I might say the figures which I have are very 
muc ‘h closer to the P. G. & E. figures than those of the Bureau of 

teclamation. 

Mr. Ener. In other words, your analysis of firm dependable output 
in kilowatt-hours is very muc ‘h closer to the P. G. & E.’s own state- 
ment, as appears on page 9 in Committee Print No. 13, than the 
Interior Department; is that right? 

Mr. Morris. That is correct. 

Mr. Enetr. And in addition to that, is not this true that your 
statement regarding the dependable capacity of Trinity is practically 
identical with that given by the Pacific Gas & Electric Co. ? 

Mr. Morrts. That is correct. It is identical with that given by the 
Secretary. He says there is dependable capacity of 330,000, but he 
disposes of that 280,000 to the Government and preference customers, 
and 80,000 to the P. G. & E. 

Mr. Enere. What this boils down to, then, is that all three of you 
are in agreement on dependable capacity ? 

Mr. Morris. That is right. I might say I do not know that 
P. G. & E. has commented | upon the total dependable capacity. The 
Secretary has and I have, both at 330,000 total depatidalie capacity. 

Mr. Enete. Mr. Bonner made the statement here the other day, and 
if I am in error somebody ought to correct me—I think he said about 
320,000 kilowatts. Mr. Bonner is back there, and if I am wrong he 
can correct me, but I think that is what he said. 

Now with reference to the kilowatt-hours, which is the salable pro- 
duction of this kilowatt factory, you are within a very close margin 
of what the Pacific Gas & Electric Co. has reported. Is that true? 7 








298 TRINITY POWER FACILITIES 





Mr. Morris. That is true; yes, sir. 
Mr. Enote. And on the basis of that kind of an analys sis, you come 
out at the end with the answer as it appears in item No. 7 on your 
compilation, that the total excess cost to the Federal Government 
would be $245 million ? 

Mr. Morris. That is correct. 

Mr. Enatz. That does not count for recapture of the plant; does it! 

Mr. Morris. That does not. Of course, this is excess cost of kilowatt 
deliveries, sales, and has no reference to the surplus item which is 
effected by the purchase of the plant. 

Mr. Enate. I understand that. In setting up this figure, did you 
use the same ratio with reference to sales to Federal agencies and to 
preference customers as was used by the Department of the Interior 
in its analysis ? 

Mr. Morris. That is correct. 

Mr. Ruopes. Will the gentleman yield ? 

Mr. Enete. Yes. 

Mr. Ruopes. Can we approach this at a little bit different angle? 
How much do you calculate P. G. & E. would be paying for power per 
kilowatt-hour on the basis of the contracts which they have negotiated 
for the sale of falling water ? 

Mr. Morris. This study is not affected by that. This, you will 
notice, is just the charges to customers. 

Mr. Ruopes. I recognize that. 

Mr. Morrts. What the costs of the power are to P. G. & E. are not 
reflected in this study. 

Mr. Ruopes. I recognize that, but I wondered if you did have those 
figures available. 

“Mr. Morris. I think they are in the testimony, but I do not have 
them here. 

Mr. Ruopes. You have not refigured them ¢ 

Mr. Morris. No. 

Mr. Enete. If the gentleman will look on page 10 of committee 
print No. 13, he will see a statement of comparable steam costs, and by 
dividing into that the number of kilowatt hours he will get the figure, 
and it is about 10 mills. 

Mr. Ruopes. I recognize that, Mr. Chairman. I was just wondering 
if the witness agreed with that figure or if he had other figures. 

Mr. Enote. They are going to buy this for 10 mills and their rate in 
some instances is around 8 mills, and based on what they say they 
should not do that. 

Getting back to your analysis, Mr. Morris, as I understand this, in 
item 10 you give the additional excess costs to the Government of $297 
million if there is all-Federal use? 

Mr. Morrts. All-Federal use and not serving Ames Laboratory on 
account of its being a less profitable service to the Federal Government 
than others available. 

Mr. Ener. What you mean is, if this power is all sold to Federal 
agencies under all Federal development, this figure is the extra cost 
to the taxpayers in buying that energy if P. G. & E. builds the power 
plants and it is not available; is that right ? 

Mr. Morris. That is correct. 
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Mr. Enote. And that is a necessary offset against the $165 million 
in surpluses the Secretary alleges would be made; is that right? 

Mr. Morris. Yes. I do not have other than his testimony on the 
surplus. 

Mr. Enete. It looks to me like the Federal Government is the loser 
by about $49 million if you throw in the taxes of $83 million. Is that 
not right ? 

Mr. Morrts. That is the result of that subtraction. 

Mr. Enere. One other question. Is there sufficient demand, ac- 
cording to your analysis, from Federal agencies to take up all of this 
power ? 

Mr. Morris. Yes. It is reported in this committee print, the other 
agencies which might take the power. 

Mr. Ruopes. Does the gentleman mean Federal agencies ? 

Mr. Morris. Federal, yes. 

Mr. Ruopes. As distinguished from preference customers, I mean ? 

Mr. Morris. That is correct. 

Mr. Ruopes. This is just Federal agencies, agencies of the Federal 
Government itself ? 

Mr. Morris. Yes. 

Mr. Asprnauu. Time has expired. The House is in session. 

Is there any objection from anyone to meeting at 9:30 tomorrow 
morning? 

Mr. Sartor. I have no objection, but we others would like an op- 
portunity to question. We did not come over here this morning because 
we wanted to give Mr. Engle all the opportunity to develop Mr. Mor- 
ris’ new set of | figures. Some of the rest of us are just as intrigued as 
the chairman is, and we would like to ask a few questions, too. 

Mr. AsprnaLu. The Chair is trying to make it possible for the time 
to be available so we can have questioning in the morning. 

Is there any objection ? 

With that understanding, the committee stands adjourned until 
9:30 tomorrow morning. 

(Whereupon, at 12: 03 p. m., the committee adjourned, to reconvene 
at 9:30 a.m., W ednesday, February 5, 1958.) 
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WEDNESDAY, FEBRUARY 5, 1958 


House or RepresENTATIVES, 
SUBCOMMITTEE ON IRRIGATION AND 
RECLAMATION OF THE COMMITTEE ON 
INTERIOR AND INSULAR AFFAIRS, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:35 a. m., in the com- 
mittee room, New House Office Building, Hon. Wayne N. Aspinall, 
chairman of the subcommittee, presiding. 

Mr. Asprnatu. The Subcommittee on Irrigation and Reclamation 
will now be in session for the further consideration of H. R. 6997 
and the related bills. 

At the time we adjourned our hearing yesterday the gentleman 
from California, Mr. Engle, had charge of the time. Does the gen- 
tleman desire more time ? 

Dr. Mutter. I wonder if the gentleman will yield ? 

Mr. AsprnaLt. Just a minute. 

Mr. Ener. I will yield the floor and reserve the balance of my 
time. 

Mr. AsprnaLu. The Chair recognizes the gentleman from Nebraska. 

Dr. Miter. I was about to ask if the gentleman from California 
would yield so that I might make a certain statement relative to 
testimony that has been presented to the committee. I refer specifi- 
cally to the hearing of February 4, the bottom of page 596, page 597, 
and also page 604. It is the use of the word ‘eaten by the 
chairman of the full committee . It involves something that has de- 
veloped during these hearings in the past 2 days. It is of some 
concern to me as the ranking Republican and former chairman of 
this committee. I ask the committee members to bear with me for 
just a few minutes. 

From January 20 through January 24, this committee heard a 
number of witnesses on the pending legislation. Congressman 
Aspinall has chaired the meetings with his characteristic fairness and 
impartiality. On February 3, Secretary of the Interior Fred A. 
Seaton appeared here at the request of this committee to testify on 
the pending legislation, having previously submitted a number of 
letters and reports—by congressional mandate—on the same subject. 

Secretary Seaton came here willingly I believe, and while he took 
time from a busy schedule, I am sure he did so because it is one of 
his duties and because he welcomed the opportunity to appear here. 
The Secretary with his staff occupied the witness chairs for some 4 
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hours on Monday. I believe his responses were candid, direct, and 
to the point. He submitted graciously to the questions put, which 
is as it should be. Some pretty brisk questions were asked, which 
is also as it should be. Yesterday, February 4—and the transcript 
will bear this out—something else came into these hearings, and I 
am disturbed about it. With several Interior Department staff and 
Bureau of Reclamation witnesses on the stand a member of this com- 
mittee—my good friend from California and chairman of the full 
committee, Mr. Engle—after reference to testimony on Monday by 
Secretary Seaton both made the statement and asked the question: 
“When was the Department of the Interior bamboozling us, in 1955 
or in 1958,” or words to that effect. The record speaks for itself. 

Now, the dictionary definition of “bamboozle” carries this primary 
meaning: “to trick, to hoax, or to hornswoggle.” According to the 
dictionary “bamboozle” means “to employ an artifice or stratagem,” 
“to employ a craft procedure or practice,” or “to employ a cheating 
device.” 

Mr. Chairman, had these words been used on the floor of the House 
against a Member of Congress they would have been challenged as 
being unparliamentary language and language not suitable on the 
floor of the House. This committee works under the rules of the 
House, and these words, in the relation they have been placed against 
the Secretary of the Interior, seem to have been out of order. 

A request was made yesterday by a departmental representative that 
the Department be permitted to submit a statement for the record 
from the Secretary at the point in the record where the “bamboozling” 
comments were made. Thereafter, the gentleman from California— 
according to press accounts of what transpired, and this portion was 
apparently off the record, said that he would like to examine anything 
submitted “to see what kind of junk they want to put into the record,” 
or words to that effect. 

I sincerely trust that Secretary Seaton—and I have not consulted 
with him as to his wishes—will be afforded an opportunity to respond 
to the charges made by Congressman Engle. 

Colorful language and picturesque speech are one thing; I believe 
it to be quite another when a man occupying one of the highest posi- 
tions in our Government, a Cabinet post involving executive trust 
responsibility of great magnitude, has his actions and words before 
this committee explicitly and implicitly described as “bamboozling.” 
The record can be read no other way. 

If this committee wishes the record to stand as it is—or even if the 
members elect to purge the record of those comments—I trust that the 
Secretary of the Interior, Mr. Seaton, will be permitted to reply to 
these charges of “bamboozling”’ by submitting a statement, and with- 
out it being subject to any preediting or prior approval by Mr. Engle 
as to whether it is “junk” or not. I believe if a similar comment had 
been made on the House floor by one House Member regarding the 
actions and words of another Member, it would be a basis for a point 
of personal privilege to the Member attacked. I would hope that we 
can express the same courtesy to Secretary Seaton in this instance. 

Mr. Chairman, I have no objection to picturesque language. I think 
it has its place. But I think when the integrity or the motives of the 
witness is impugned with words that, in effect: put them in the place 
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of trying to involve them in perjury, then it has no place before this 
committee. 

The hearings have been conducted on a very high level, and I have 
oo respect with regard to the way you have conducted the meeting, 

r. Chairman. I have great respect for the chairman of our full 
committee, Mr. Engle, but sometimes I think we get overzealous and 
overanxious—I have been guilty of it myself—and have used words, 
maybe, that in a more calm moment might not have been used. I hope 
that the chairman of the full committee, when he edits his remarks 
will see fit to maybe strike the word “bamboozle” and not let it stand 
in the record as being one that impugned the motives, since it means 
to intend to deceive or mislead or be as a hoax or a trick upon this 
committee. 

I am sorry I found it necessary to make this statement, Mr. Chair- 
man, but I would request that at the proper time before the committee 
the Secretary of the Interior be allowed to make a considered and 
careful reply to the testimony regarding the word “bamboozle” and its 
@ xc pe 

will make that request later. 

Mr. Chairman, now to question Mr. Morris. 

Mr. Morris, I think you said something the other day about the 
rates of the P. G. & E. being raised about 40 percent. 


STATEMENT OF SAMUEL B. MORRIS, CONSULTING ENGINEER, 
LOS ANGELES, CALIF.—Resumed 


Mr. Morris. The question was whether they had been raised 40 
percent, and I said they had been raised by a large amount in per- 
centage varying with the type of service. The raise in rates 

Dr. Muuter. [am asking you, were they raised 40 percent ? 

Mr. Morris. The commercial-industrial have been raised 45 percent 
since 1944. 

Dr. Miter. What about the domestic rates? 

Mr. Morris. The sales to ultimate consumers, 33.79 percent. 

Dr. Mitter. What date was that ? 

Mr. Morris. This is from 1944 to and including the raise of Novem- 
ber 1957. 

Dr. Mrier. What happened in 1940 or before that to domestre 
rates? Were they raised or lowered? 

Mr. Morris. I do not have the record. 

Dr. Minter. Can you get that record for us? 

Mr. Morris. I presume so; yes. But I should think, as P. G. & E. 
are witnesses here, they could give it to you better than I. 

Dr. Miter. It is my understanding there was some reduction of the 
domestic rates in 1940 and previous to that. 

Mr. Morris. This statement I have is 1944, which is when the Shasta 
undertaking began. That is the reason that period was selected. 

Dr. Mitier. Mr. Morris, there has been some testimony here to the 
effect that there may not be ample power for project pumping, such 
as San Luis pumping, because of contract sales to preference customers, 
particularly SMUD. There has been further sibecenes to the thought 


that the Federal Government may have to buy power from the com- 
pany to supply preference customers. Do you, Mr. Morris, believe 
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that on a reclamation project the Government should contract and sell 
more firm power to preference customers than it has available at all 
times for such service? And do you believe the Government should 
go out and buy power to sell commercially ¢ 

The first question is: Do you believe the Government should con- 
tract to sell more firm power to preference customers than it has 
available at all times for that purpose ? 

Mr. Morris. This is an integration program with the P. G. & E. 
system which enables them to peak with the power and which enables 
the Government to purchase back power to firm its loads. 

Dr. Miiier. Then the answer is you think they should sell more 
firm power to preference customers than is available. Is that your 
answer? Would your answer be in the affirmative ? 

Mr. Morris. It is not quite as narrowed down as that. You see, 
that total amount of power taken into the system by P. G. & E. affords 
quantities from which the Government is able to firm up the power to 
its preference customers from this amount of power. 

Dr. Mriter. The question is pretty plain, Mr. Morris. I will ask 
it again. Do you, Mr. Morris, believe that on a reclamation project 
the Government should contract to sell more firm power to preference 
customers than it has available at all times for such services ? 

Mr. Morris. I say yes; if you bring that down to your narrow point, 
available at all times, because they get this power which is available 
at other times. 

Dr. Miter. Then do you believe that the Government should go 
out and buy power and sell it commercially ? 

Mr. Morris. To firm their power; yes. 

Dr. Minter. I have 1 or 2 other questions. 

Mr. Morris. This is in lieu of building a steam plant. It is inte- 

grated in the P. G. & E. system, which gives them an opportunity of 
firming the power which w ould have been firmed by steam. 

Dr. Miturr. Is it your opinion, Mr. Morris, the electric power gen- 
erated at Trinity will cost 7 or 8 mills?) What is your understanding 
of that cost ? 

Mr. Morris. I have tried to check the testimony which came in 
most recently. It seems to have been escalating rather rapidly. I 
found that the figures which had been presented, as I recall it 
originally, it was 7.3. A new figure was brought in of 8.9, base 

Dr. Mitier. Which figure do you agree with ? 

Mr. Morris. I do not agree with any of them. 

Dr. Miiter. What it can be produced for ? 

Mr. Morris. Because I found that the testimony was 

Dr. Miter. Tell me what you think the figure might be, without 
going into a lot of extra conversation. What do you think you can 
produce the power from Trinity for under your own studies ? 

Mr. Morris. I am not sure I have a computation of that here. I 
had a larger amount of power at 

Mr. Sartor. Will the gentleman yield to me? 

Mr. Tuomson. Will the gentleman yield to me? 

Dr. Miter. I yield. 

Mr. Saytor. Do you mean to tell me you are coming here before 
this committee, appearing as an expert 
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Mr. AspInaLL. Just a minute. We just had a little statement a 
while ago by Dr. Miller about the way we should act before our 
witness. 

Mr. Saytor. I only wanted to ask whether or not he appeared be- 
fore this committee and he did not have figured out what the power cost 

was going to be. That is all I wanted to know. 

Mr. Morris. Y es; I figured out what the power was going to be. 

Mr. Saytor. Just a minute. You just told Dr. Miller you did not 
have it. You either do have it or you do not have it. 

Dr. Miter. I would like to ask my questions in a whisper so I will 
not offend my chairman. 

Mr. THomson. Will the gentleman yield? 

Mr. AsPINALL (gaveling). We are going to have order, and we are 
going to speak in order, and we are not going to argue with a witness. 
If the question is not answered, the record will show it is not an- 
swered, and we are not going to argue with the witness. We are 
trying to get information. We will argue with each other when we 
mark up the bill. 

The gentleman from Nebraska has the time. 

Dr. Mer. I will whisper my questions 

Mr. AsprnaLu, You do not have to whisper them. 

Dr. Mitter. What is your considered judgment as to what the 
cost of this power will be when it comes off the Trinity ? 

Mr. Morris. If you will bear with me a minute 

Dr. Miter. I do not want a lot of conversation, I just want the 
answer. 

Mr. Morris. I will make that computation here. It results in this: 
The P. G. & E. estimate is based upon having an average of 1,248 mil- 
lion kilowatt-hours per year, and the payout is based upon that. I 
estimated there would be available at that point 1,352 million instead 
of 1,248 million, and the average cost of power would be changed 
somewhat by my having more kilowatt-hours than the P. G. & E.’s 
1,328 million, and the Government testified they would have 970 mil- 
lion. 

Dr. Miter. As an expert witness before this committee, what is 
your answer as to the cost of Trinity power, be it developed by the 
Federal Government or P. G. & E. ? 

Mr. Morris. Just a moment. 1] just got this new price yesterday 
submitted by the Secretary’s office, and I “had not made a computation 

of what that would be with the changed amount of 

Dr. Miter. I will not pursue the question further. Will you sup- 
ply it for the record, Mr. Morris? 

(The material is as follows :) 

I obtained the energy output at the Trinity hydroplants by accepting the 
P. G. & E. 20-year drier period determination of 1,248 million kilowatt-hours 
per year and adding 104 million to give my estimate of 1,352 million kilowatt- 
hours per year available at production site during the average of the long-time 
period in which the runoff is greater by nearly 24 percent than in the average 
of the 20-year drier period. I divided this 1,352 million kilowatt-hours per year 
into the Secretary’s new annual cost to amortize the Government’s allocation to 
power at 3 percent in 50 years plus its operation, maintenance, and replacement 
costs associated with power of $4,448,000, which amount supersedes his 1955 
estimate of $3,853,000, and arrived at the on-production-site cost of 6.4 mills 
per kilowatt-hour. The on-site energy of 1,352 million kilowatt-hours per year 
should not be confused with the 1,350 million kilowatt-hours per year available 
for sale or the 1,329 million kilowatt-hours per year sold in my studies. 
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Mr. Tomson. Would the gentleman from Nebraska yield ? 
Dr. Miter. I yield to the gentleman. 

Mr. Tuomson. Dr. Morris, I am very impressed with your biog- 
raphy as it was turned over to us by the chairman, and particularly 
impressed with the great contributions that you have apparently made 
in the field of water development. I assure you that is my interest in 
this, too. But it does seem to me that we are getting down to the 
nubbin here of what this is all about and, with the experience that 
you have had in water development, I presume that you are even 
more interested than I am in water development of the State of Cali- 
fornia, because that is what you are primarily interested in in this 
hearing or any other. 

Mr. Morris. Yes. 

Mr. TuHomson. Is that not correct ? 

Mr. Morris. Yes. 

Mr. Tuomson. To me, as I say, this is getting down to nubbins to 
help me make up my mind as to what is good for the water develop- 
ment of California, because it gets down to the question of what this 
power is going to cost and what we are going to sell it for, and that 
to me, as you probably have observed through the hearings, is whether 
it will assist water development or will not assist water development. 

I was very much interested in the questions the chairman of the 
full committee asked you yesterday, because it tended to leave some 
doubt in my mind, the way my channel of thinking had been running 
through these hearings. I would like to go into that a minute with 
you, if I could. 

On page 4 of your statement, in arriving at this figure of 1,350 
million kilowatt-hours of electrical energy, you start out with a figure 
of 1,248 million kilowatt-hours of electrical energy. 

Mr. Morris. That is right. 

Mr. Tuomson. Which I understand you took from the P. G. & E. 
study ; is that correct ? 

Mr. Morrts. That is right. 

Mr. THomson. In the questions with the chairman, in getting down 
to 330,000 and getting down to a lower cost of power than shown in 
the Senate committee hearings of 1955 referred to yesterday, we were 
comparing it to the figure of 7.3 mills per kilowatt-hour as shown in 
the Senate committee hearings? 

Mr. Morris. Yes. 

Mr. Tromson. I call your attention to the footnote there, that that 
referred to the cost of firm power or the annual increase in firm power 
production of Central Valley project due to the integrated operation 
of the Trinity River division with the features of the Central Valley 
project. 

Going back to your statement on page 4, I notice the first item that 
you add in here to come up with your higher kilowatt-hours of energy 
is 104 million kilowatt-hours of energy due to the fact that you took 
a 50-year cycle of water supply rather than a drier 20-year most 
recent cycle. 

Mr. Morris. Yes. It was not the most recent; 1921 to 1941 was the 
period of study. 

Mr. Tuomson. That they had taken, and you thought it should be 
adjusted ? 
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Mr. Morris. For an average long time, that is correct. 

Mr. Tuomson. I cannot take great issue with you on that, because 
it is a longer period, and I do not think we can speculate about trend. 
I always have trouble finding out what the water supply is going to 
be in my area. 

I notice, though, the next thing you do is to add in 60 million kilo- 
watt-hours of electrical energy for the generation of power out of 
Keswick. 

Mr. Morris. Yes. 

Mr. THomson. For comparative purposes, let us go on down and 
see what you have done here and see if I am correct. Then you 
take your support purchases to back up this Trinity at 92 million 
kilowatt-hours? 

Mr. Morris. Yes. 

Mr. THomson. And then you take from bank account 75 million 
kilowatt-hours. Is that the next thing you do there, and add it? 

Mr. Morris. Yes. I might say I did that because the Secretary 
had drawn on the bank account in that amount to make the compara- 
tive study. 

Mr. Tomson. Because of his comparative study ? 

Mr. Morris. So as to put them on a par. 

Mr. THomson. From them you subtracted transmission losses of 
153 million ¢ 

Mr. Morris. Yes. 

Mr. TuHomson. Project operations, which would be the power used 
in the operation of Trinity project, was 76 million kilowatts of elec- 
trical energy, and you came up with your total then of 1,350 million 
kilowatt-hours of electrical energy being available to divide into the 
cost. Is that correct? 

Mr. Morris. Yes. 

Mr. THomson. Let’s go back to the first thing that causes me some 
concern, this Keswick generation. That is not produced from the 
Trinity features, as I observe, that is produced from an existing fea- 
ture at Keswick, and it is going to be there whether you have partner- 
ship or all-Federal construction of this dam. Is that correct? 

Mr. Morris. Yes; that is correct. The 60 million results from the 
additional power made available at Keswick from the added water 
going through the wheels without additional capacity at Keswick. 

Mr. Tuomson. I point out again, that is true whoever does it. You 
say that really that is there in either event, and it comes from the 
installation of the Trinity facility. Is that my understanding of your 
reason for adding it in? 

Mr. Morris. Yes. The Secretary has it in also, I believe, in his 970 
million kilowatt-hours. 

Mr. Txomson. I could not find it there, but we will skip over that 
for a moment and get down to this 92 million. 

Mr. Morris. If there is any doubt about it, I can produce the records. 

Mr. Tuomson. I would not dispute you at this time at least, Doctor. 
I merely want to find out here what we are going to come out with as 
the result of Trinity as to cost of power and what we are going to sell 
it for, in order to determine the assistance to water, which I know you 
are primarily interested in. 

Mr. Morris. Yes. 
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Mr. Tuomson. The next figure is this purchase of 92 million 
kilowatt-hours of energy. 

Mr. Morris. Yes. 

Mr. Tuomson. That is not generated out of Trinity, is it? Who are 
you going to purchase that from? 

Mr. Morris. That is purchased from the Pacific Gas & Electric Co. 
from the system, primarily from Trinity. You see, the way the 
figures are presented to us by the Interior Department 

Mr. Tomson. Excuse me, but how can they purchase it from 
Trinity when we have taken the capacity at Trinity as 1,248 million 
to start with? Idonot understand that. 

Mr. Morris. The purchase is used by the Secretary in what we refer 
to as the “Gray Book” because it gives a table made up in the same 
manner, and you will note that on page 71 of this Trinity River divi- 
sion report of 1957 there is a table showing the millions of kilowatt- 
hours which would be produced by the Central V alley project with and 
without Trinity. Presumably that is intended to be irrespective of 
whether Trinity is developed by public or private means. 

Mr. Tuomson. Doctor, if 

Mr. Morrts. These figures which I have down here are involved in 
just such a table as support purchases. 

Mr. Tuomson. That is very interesting, and I admit I am not an 
expert in this field. I am just trying to get down to what we get out 
of Trinity and what it costs us and what we sell it for. I am kind 
of familiar with cow operations. If I milk a cow and get so much 
milk in the pail and then run down to the store and buy another quart 
to add to the pail, I do not see where you can say I got it from the cow. 

Mr. Morris. This is a little bit different from the individual cow. 
This is after the milk comes through the pasteurization process and 
it got in a pool from many cows. 

Mr. THomson. Do you mean to tell me—and I am not arguing this 
point, I am just going into the basis for arriving at these costs 

Mr. Morris. Will you look at this table, Mr. Congressman, and see 
whether you will agree the Secretary is in error in performing studies 
from that method? This is exactly on par with what the Secretary 
has done. 

Mr. Tuomson. He has done that in this instance to determine what 
firm power he would have available under all-Federal operation, but 
not to determine the cost of that power, Doctor. The cost of the 

ower that you are comparing it with was the cost of the power over 
in the Senate hearings in 1955, and as I studied it out, they deter- 
mined the firm power that was mace from Trinity, took the cost 
of operating Trinity, divided it into that, and came up with a figure 
of 7.3 mills. 

You are going to pay for that 92 million kilowatt-hours of electrical 
energy that you step out and purchase from P. G. & E., are you not? 

Mr. Morris. Under the study, P. G. & E. was going to generate 
1,248 million kilowatt-hours, and they were going to pay for that in 
falling water, and their amount of compensation to the United States 
is based upon that. They made that study during this 20 years’ period, 
so I added to that 104 million kilowatt-hours more because of the 
long-time record, and I would say that is what in the average might 
be expected from that installation. 
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Mr. Tuomson. And that puts us up to 1,352 million, and then we 
have got 60 million, which puts us up to 1,412 million. But now we 
come adding in 92 million kilowatt-hours of electrical energy that we 
stepped out and bought, whereas the primary figure, as I understand 
it—and if I am wrong you correct me—that you took at the begin- 
ning was 1,248 million kilowatt-hours of energy, which was all that 
Trinity generates. 

Mr. Morris. I generated 104 million more on the long-time. 

Mr. Tuomson. All right. You generated 104 million more and got 
that added in here? 

Mr. Morris. Yes. 

Mr. Tuomson. I am not arguing that. But would you not agree 
with me that you cannot add into the Trinity output what you go out 
and buy and throw into the pot? 

Mr. Morris. No. 

Mr. Tomson. In determining the cost of Trinity energy ? 

Mr. Morris. The studies made by the Government do exactly that. 
If you will turn to this page 71, you will see that the CVP, with Trinity, 
is estimated to produce 3,777 million kilowatt-hours; support pur- 
chases, 414 million kilowatt-hours; giving a total of 4,191 million 
kilowatt-hours. 

Mr. Tuomson. I agree that if you went out and bought another 100 
million in addition to it you are going to end up with more firm pow- 
er. But I will just have to argue that point with my colleagues when 
the time comes, unless it is cleared up for me by them. 

You have your slide rule there. Let’s take this 1,248 million and 
add it in, if you will help me compute this, and add to that your 104 
million and the 60 million for the purpose of this, and let’s take out 
the 92 million we bought. _I understand you do not agree with me. 

Mr. Morris. My effort here was to be exactly on a par with the 
method used by the Department 

Mr. TuHomson. My effort is to get over to being on a par with the 
7.3-mill figure appearing in the Senate hearing. 

Mr. Morris. I can give you some figures on that. I have made 
the computation which I was asked to, and I will be happy to give 
you the computation. 

Mr. Tuomson. Just answer my question, if you will. I will ap- 
preciate your helping me out on this. 

Mr. Morris. I would be helping you out by affording a computation 
which is not the basis by which the Bureau of Reclamation and the 
Department of the Interior have made their comparisons if you did 
not include support purchases. 

- Mr. Toomson. Let’s get down to this next one. 

Mr. Morris. Did you see page 71? 

Mr. Tuomson. I see page 71. I am just trying to clarify this in 
my own mind. As far as I am concerned, on page 71 here they are 
talking about the energy that they have got to sell regardless of 
source of getting it. 

Mr. Morris. You see the 92 million figure. I did not develop it. 
The United States developed that. The 92 million is the difference 
between the support purchases with and without Trinity. 

Mr. TuHomson. Yes. 

Mr. Morris. That was 92 million. That is the Government figure. 
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Mr. Tomson. They showed that 92 million, and you turned around 
and said: 


Now we have just generated what we bought out of Trinity because that is 

the estimate of firm energy available for sales to preference customers. 
I am talking about what you and the chairman, Mr. Engle from 
California, went through yesterday in getting down to this cost 
figure, which I will say is very important to me in making up my 
mind in voting on this legislation. 

Mr. Morris. I might say I have these figures which I was asked 
for a little bit ago, and it turned out to be 6.4 mills. 

Mr. THomson. You think the cost of Trinity firm energy is 6.4 mills, 
whereas the Interior Department in 1955 computed it at 7.3 mills 
and yesterday told us it would be 8.9 mills. 

Mr. Morris. The two figures 

Mr. Enate. If the gentleman will yield? 

Dr. Mitier. Justaminute. Ihavethe time, Mr. Chairman. 

Mr. Tuomson. To my mind this is the nubbin of this case, what 
your power cost is, what you are going to sell it for, and is it helpful 
to water development in the area or is it harmful or a drag on water 
development in the area, and are we converting a liability into an 
asset or aren’t we? 

Mr. Morris. I agree with that. 

Mr. Tuomson. Let’s get down here for a minute to the bank-account 
purchases. If I understand this bank account, it is an accumulation 
of energy that has grown up in the Central Valley account that goes 
to Central Valley by P. G. & E. Is that correct, or am I wrong? 

Mr. Morris, It is available, let us say, to Central Valley to draw 
upon. 

Mr. Tuomson. Without paying for it? 

Mr. Morris. Oh, no; it is paid for at 15 percent more than the 
price for which it was sold to P. G. & E. 

Mr. THomson. Anyway, it is something that is sitting there. But 
if we never built Trinity, if we just stopped construction of it right 
now, we would still have that 75 million kilowatts of electrical energy 
coming from Central Valley? 

Mr. Morris. Yes; but the Secretary used that 75 million in making 
his comparison, so I used it in order to be comparable. 

Mr. THomson. But I am not talking about what the Secretary was 
talking about. Maybe that is the thing. I say that you cannot add 
that 75 million that is there even if we were to stop construction of 
Trinity into a figure of 1,248 million and then say it is power delivered 
off Trinity. 

Mr. Morris. I was trying to make a row of figures comparable. 
The Secretary took the 75 million, so I took it. 

Mr. TuHomson. I agree with you in your statement, but now we are 
coming back to this figure you just quoted to me of 6.4 mills for the 
cost of this power, and I want to get down to how much of this power 
came from Trinity. That is very simply stated. 

Mr. Morris. I might say the figure which I gave you was taking 
the 1,248 and adding to that the 104 for a total of 1,352, and if you 
divide that into $8,616,000 per year annual cost of Trinity power—if 
I did it right hurriedly here—the Secretary’s latest announcement of 
the amount of that cost—I believe he testified originally it was 
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$7,811,000, and his new figure was $8,616,000:per year. I divided this 
8,616 by 1,352 and I got about 6.4 mills. 

Mr. Tuomson. I understand that, Doctor 

Mr. Morris. I would like to say this further 

Mr. Tomson. Let us come back and I will give you an opportunity 
to comment in a minute here. Then, if I understand your process in 
arriving at this 1,350 million kilowatt-hours of energy, fem your 
statement, you took off transmission losses of 153 million ? 

Mr. Morris. Yes. 

Mr. Tomson. And you took off your 76 million of project opera- 
tional power to come up with your figure ? 

Mr. Morris. Yes. 

Mr. THomson. Now, Doctor, from what I understand of that 
P. G. & E. study, 1,248 is the total energy generated from Trinity, 


and I can appreciate—incidentally, when were you retained to go to 
work upon this problem ? 


Mr. Morris. How is that? 

Mr. Tuomson. When was it you were retained by the California 
Municipalities to go to work upon this problem 4 

Mr. Morris. I should s say in the order of 2 months ago. 

Mr. Tuomson. I certainly can appreciate why you should take the 
P. G. & E. study and cannot criticize that at all, But in looking at 
that study, that was the total kilowatt-hours of energy generated off 
of Trinity. Now we are talking about firm power in this Senate 
committee hearing, and I am trying to get comparisons. 

Mr. Morris. Dependable power, ry believe, is what was used. 

Mr. Tuomson. The word is— 
annual increase in firm power production of Central Valley projects due to inte- 
grated operation of Trinity River division with the existing features of the 
project. 

I have the Senate committee hearings here. 

If we are talking about firm power, we have got to take something 
else off. 

Mr. Morris. I would like to read to you on page 71 just what the 
report says on that. 

Mr. Tuomson. Page 71 of the report? 

Mr. Morris. Page 71 of the report. 

Mr. Tuomson. Which report are you talking about ? 

Mr. Morris. Trinity River division of 1957. 

Mr. TxHomson. I am talking about the committee hearings, Doctor. 

Mr. Morris. I have this report here, which describes the language 
from which these figures are derived. I would just like to read that 
into the record, if I may. 

Mr. Tuomson. Doctor, this Trinity River division report is the 
report of the plan of dev elopment of it by the Bureau of Reclama- 
tion. 

Mr. Morris. It is based upon these figures. 

Mr. Tuomson. And that does not dev elop the cost of the power. It 
is the plan of operation on firm power. Now, the P. G. & E. figure 
is the one that you used in your statement. I do not want to argue 
about this with you. You accepted their study because you had too 
much to work on and, of course, there was a limitation, and even a 
man with your qualifications, has a limitation as to what he can do in 
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2 months’ time. But you did accept the P. G. & E. study showing a 
figure of 1,248 million kilowatt-hours of energy generated from Trin- 
ity . Is that not correct? 

“Mr. Morris. I ac cepted that, and I added 104 million to that on 
account of the long-time period. 

Mr. THomson. Right. Now then, whether it is this report or that 
report, I am interested in determining what is going to be firm elec- 
trical energy off of this. 

Mr. Morris. That is why I wanted to read what this study says. 

Mr. Tuomson. First answer my questions, and we will probably 
get there faster. Have you made any corrections on this to take off 
nonfirm electrical energy? Just “yes” or “no.” 

Mr. Morris. I have used what the Secretary terms as dependable 
energy, and I might say on this statement here, which I would just 
like to read you if I may—— 

Mr. Tuomson. What page are you on? 

Mr. Morris. It begins on the last sentence of page 70. 

This addition will increase the rated capacity of the Central Valley project to 
998,500 kilowatts. The project use load increases 28,000 kilowatts, and with 
the exchange of energy with the Pacific Gas & Electric Co. for firming, the 
capacity available for preference customers is increased to 250,000 kilowatts. 
In addition, 80,000 kilowatts of firm capacity is made available from the com- 
bined system suitable for the Pacific Gas & Electric Co. use. 

Mr. Tuomson. Yes, and I understand that. But let’s get back to 
my problem, as I say. We have not accepted the Secretary’s figures 
altogether as we have been going along on this. In fact, as yet I do 
not think we have mentioned a Secretary’ s figure in our discussions 
here. The figure you started with was Trinity generation as taken 
from the P. G. & E. report of 1,248 million. 

Mr. Morris. That is correct. 

Mr. THomson. That figure, as far as I can tell, is the total energy 
generated off of that. As a matter of fact, I asked one of their 
engineers if it wasand he told me it was. 

Mr. Morrts. Yes. 

Mr. Tuomson. And it is. 

Mr. Morris. That is at point of generation, and that is what they 
propose to pay on, and IT just increased it 104 million kilowatt-hours 
to take care of the long-time—— 

Mr. Tuomson. I am not quarreling with that, Doctor. Since that is 
total generation, what figure, as an engineer, would you take off in your 
studies for the nonfirm energy to be generated from that to arrive at a 
firm energy figure ? 

Mr. Morris. The firm energy, I believe, under the contract is defined 
as energy during the driest months of the total long-time record. But 
the power is integrated into the P. G. & E. system with a provision that 
the Central Valley project can purchase back power so it can firm up 
the energy in accordance with the figures which T have given to you. 

Mr. Tromson. Now, Doctor, as I mentioned to you, ‘T think ‘this 
went to the nubbin of it. I asked P. G. & E. what they took off for 
nonfirm energy figure, and they told me 287 million kilowatt-hours of 
electrical energy. Having accepted their total generation, would you 
also accept their figure for the portion of that that was nonfirm ? 

Mr. Morris. Yes; I am not quarreling with their figures. I accepted 
their figures, except I added for the long-time period. 
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Mr. Tuomson. So that 

Mr. Morris. But you must remember that the energy is firmed 
up by these purchases back from the company. 

Mr. THomson. Yes; I understand that, and I understand the other 
approach we might be taking of determining how much firm power 
we could build up here which we could have available to sell. 

In my computations—and I want to be eminently fair in this; I do 
not know whether the P. G. & E. are right or not—but I took a look 
at this Bureau chart in the Committee Print No. 13, and I found that 
after page 8 they showed that if they did not build Tr inity they would 
have a nonfirm power of 258 million kilowatt-hours of electrical 
energy. Over on the next chart they show again, in column 5, if they 
do build it, they will have 364 million. So I subtracted the one from 
the other and came up with a figure of 106 million kilowatt-hours of 
nonfirm electrical energy being generated by Trinity, which is less 
than the figure the Pacific power “people g gave me of 287 million. So 
in fairness I think we should use that, at the moment anyway, just 
recognizing it as a very conservative figure. 

Doctor, I am just going to tell you w hat I have done, and then you 
tell me where I am wrong. I have tried this a couple of different 
ways. I took your figure of 1,248 million kilowatt-hours of total 
generated capacity and I added in here 104 million, betting on how 
the water was going to flow, because your bet is probably as good as 
anybody’s, and then I further took out in one computation the Kes- 
wick, because to me that is a present if built under partnership be- 

cause the Government is going to get that anyway. Since you ob- 
jected to that, 1 am going to Teave it in. Then I could not for the 
life of me, and I still cannot, see how when you go out and buy power 
to put into this thing and say you got it off of Trinity. So I took 
off the 92 million you pure hased from P. G. & E.. I cannot see by any 
stretch of the imagination how you say that is generated off the 
Trinity system. 

Then I took off this bank account because we are going to have that 
left over even if we stop construction of Trinity. I cannot see how 
you say that came out of the Trinity. I used your figure for trans- 
mission losses and your figure for project operations. Then I took 
off the 106 million, using the conservative Bureau figure rather than 
the 287 million of the P. G. & E. studies for nonfirm energy. 

I ended up then with a figure of 273 million kilowatt-hours of elec- 
trical energy I had to take off to determine the firm hours of kilowatt 
energy generated from the Trinity system, which deducted from your 
1,350 million left me 1,077 million hours of electrical energy. 

I find that when I took the current costs for Trinity from the Sec- 
retary’s most recent figures, the cost of that at $8,616,000 and divided 
that by the 1,077 million kilowatt-hours of electrical ener ‘zy I came 
up, Without that 60 million, with a cost of 8.1 mills on this power. 

I further found that, if I went clear back to the Senate hearings 
in 1955 and used their figure of the cost of power of $7,811,000 I came 
up with 7.3 mills. Just what they did. 

As I say, this is the power thi at is proposed to be sold for 4 mills to 
aid in water development—firm power that you are going to sell for 
4 to 5 mills to aid in the water development of California. If my 
figures are right, I do not think there is any assist; in fact, it is a 
drag, it is a liability, as the Secretary stated. 
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If my figures are wrong, they are wrong, and I would like to know 
where, ‘because I think you are an engineer of undoubted qualifica- 
tions. I have had my say about it and shown what I came up with— 
that in fact, in my opinion, you are adding energy that you go out 
and buy. You could just as well go out and buy a billion, because 
you did not add anything into the cost of it, instead of buying 92 
million. So will you tell me now, when you have your chance, where 
IT am wrong? 

Mr. Morrts. When you are figuring on what the cost would be, or 
the cost of kilowatt-hours produced at the site—as I told you, I took 
the generation at site, which was 1,248 plus 104, which was 1,352, and 
I divided the 1,352 into the Secretary’s latest quantity, which was 
given in his last testimony as 8,616,000 per year, and I got 6.4 mills. 

Mr. Txomson. I understand that. 

Mr. Morris. That is—— 

Mr. Tuomson. I understand that, Doctor. 

Mr. Morris. If you figure just on cost of generation at the point 
of generation—and that is what P. G. & E. is using on falling water— 
I just used 104 million kilowatt-hours more. 

Mr. Txomson. Let’s forget about P. G. & E. Let’s assume it is 
an all-Federal project and nobody was arguing about it, we are trying 
to determine what the cost of this electrical energy is per kilowatt- 
hour generated out of the Trinity Dam and powerhouses. What is 
wrong with the figures I have gone through in arriving at this 8.1 and 
7.3 mills on the actual cost ? 

Mr. Morris. Using the Secretary’s figures, I admit instead of getting 
8.7, which he testified to, I got 8.1, using the figures the Secretary pre- 
sented. So it should be, according to my computations, 8.9 and 8.1 
rather than 8.9 and 8.7 mills, respectively. 

Mr. Tuomson. Let’s just use Thomson’s and Dr. Morris’ figures 
here. Where are my figures wrong? 

Mr. Morris. My figures are for the quantity of energy available at 
generation at Trinity and is 6.4 mills. 

Mr. Tuomson. Dr. Morris, if you had said, instead of 92 million 
kilowatt-hours, you were going to purchase from P. G. & E. 920 million 
kilowatt-hours, under the way you are explaining this to me the cost 
of electrical energy generated out of Trinity would drop materially. 
Am I correct? 

Mr. Morris. No. The figures I just gave you are entirely at site, 
the same as the falling w ater job of the P. G. & E. In taking in the 
support purchases for the quantity of kilowatt-hours you are going 
to sell, in my excess-cost studies I took exactly what were taken by 
the Secretary. I did not change his figures. 

Mr. THomson. I am not going to permit myself, Doctor, to be con- 
fused by these different figures. I am keeping the same beginning 
figures you did of 1,248 million. Am I to understand that you w: mnt 
me, as a member of this committee, to believe, when that is the total 
figure for the generation out of Trinity of kilowatt-hours of power, 
that in determining the cost of that power I am to count in, in my 
structure, what I go out and buy, what I take out of the Central 
Valley project, and all other things, rather than to follow the pro- 
cedure in the Senate hearings in 1955? Ts that what you are trying 
to tell me? 
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Mr. Morris. I am trying to tell you that the cost per kilowatt-hour 
I gave you is at site of generation, the same as P. G. & E. did on their 
falling water. And I took the kilowatt-hours available at that site, 
not what is purchased at all in the unit cost figures I have given you. 

Mr. Tuomson. Your 6.4 figure you gave to me a minute ago, though, 
and gave to Dr. Miller, which you computed in response to his question, 
was based upon your being able to generate 1,350 million kilowatt- 
hours out of the Trinity system. 

Mr. Morris. No; that is not correct. That was on site at Trinity 
plants. 

Mr. Tuomson. And you get that by adding in the power that you 
purchased from Trinity ? 

Mr. Morrts. No. 

Mr. Tomson. Here is your 1,350 million kilowatt-hours of energy 
right here on page 4 of your statement which adds that in, Doctor. 

Mr. Morris. You take this figure, 1,248, was what P. G. & E. gen- 
erated. 

Mr. THomson. Right. 

Mr. Morris. You add the 104. 

Mr. Tomson. I did. 

Mr. Morris. And you get 1,352 at point of generation. 

Mr. Tuomson. Right. 

Mr. Morris. It happens to be near this other figure of 1,350 million 
kilowatt-hours available for sale but that is just coincidental. 

Mr. THomson. You have not taken off for the transmission losses. 

Mr. Morris. The 1,352 is what I am taking right at site to be just 
the same as P. G. & E. falling-water provision. I have some inter- 
esting figures on that presently when you desire them. 

Dr. Mritter. How much more time does the gentleman wish? 

Mr. Tuomson. I will not take any more time. I apologize to the 
committee. If the Secretary’s figures stand up, then on page 5 of Mr. 
Morris’ statement he just simply does not have the power to back up 
his kilowatt-hours. 

Dr. Miturr. I have 1 or 2 questions. 

I can understand, Mr. Thomson, how engineers disagree, just like 
medical men on diagnoses. Mr. Morris is an eminent engineer and 
has studied this proposition for 2 months, and he disagrees appar- 
ently with the P. G. & E. and with the Reclamation Bureau as to 
their cost of power, and other findings. 

Mr. Morris. In many ways I agree. 

Dr. Minrer. Well, doctors agree, too, but sometimes the patient 
dies because of some important disagreement in the diagnosis. 

Mr. Morris. Yes. 

Dr. Mitter. I do not find any objection to your disagreeing with 
engineers. I think that is more or less human. 

By the way, you were hired by what group? 

Mr. Morris. California Municipal Utilities Association, which I 
have for short referred toas CMU A. 

Dr. Miuier. And you have been working with them about 2 months. 

Mr. Morrts. I think that is it. 

Dr. Miiier. Let me ask, Dr. Morris, you were on the President’s 
Commission To Define a Water Policy for the American People, were 
you not? 

Mr. Morris. Yes. 
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Dr. Miter. I have that water policy here that you and others 
signed a covering letter for relative to the various policies we might 
have in our water and power. On page 77 of that report, I find these 
words: 

In the public interest, power rates should be set so as to cover all costs and 
return the investment allocated to power with interest as is the present practice. 

Do you still agree with that philosophy ¢ 

Mr. Morris. Yes, I do. 

Dr. Mitter. Do you think the present rates of the Trinity River 
are such it would return the investment with interest—you say it 
costs 6.4 mills, and I think other engineers disagree as to what it is 
going to cost to produce it. If it sells at 4.8, does that comply with 
that thinking? 

Mr. Morris. You will recall, Mr. Miller, that this is one plant of the 
Central Valley project, just as P. G. & E. has a lot of plants in its 
system, some of which produce power at higher costs than they sell, 
some for less. But the average is what sales are based upon. At this 
plant kilowatts would be averaged with the rest of the Central Valley 
project. True, it would make Central Valley power cost a little more 
in the average, but it would not be as high as Trinity by itself. 

Dr. Mitzrer. Then you think Trinity River power should be sold at 
less than cost ? 

Mr. Morris. Not less than the cost of the pooled power 

Dr. Miter. I did not ask that. I asked, Do you think the Trinity 
River power should be sold at Jess than cost? 

Mr. Morris. Mr. Miller, this power is pooled. Under the law, it is 
pooled with the rest of the Central Val ey project, and the average 
cost of that power so pooled should be sold to net a surplus, which it 
does, according to the Secretary’s study. Sometimes, if you had 
enough projects which are higher cost, it might not do it, but it does up 
to this point. 

Dr. Miter. On page 1 of your statement you said this: 

Extra cost to Federal agencies or to local public agencies or to both properly 
must be offset against the financial advantages in favor of the sale of falling 
water claimed by the Secretary and P. G. & E. 

For the moment let’s limit our consideration to the preference 
agencies. Why should a saving, for example, of a hundred million 
dollars to SMUD cancel out what otherwise would be a hundred 
million dollars, saving to the United States taxpayers? 

Mr. Morris. If the Federal Government sells Trinity by itself to a 
third party instead of pooling it with the rest of the power, it is true 
that you might sell that to a greater advantage by itself. But the 
regular practice under the act, as I understand it, is that this is pooled 
with the rest of the power and the power should be sold at a profit. I 
should not say a profit, but it should be sold so as to generate all costs 
required by the Central Valley project, and that I understand the 
Trinity power would do. 

Dr. Mitier. In other words, you believe that the taxpayers of my 
State and the other States should pay a hundred-million-dollar sub- 
sidy in order to save that equal amount to the taxpayers of SMUD? 

Mr. Morris. That is not a correct statement, Mr. Miller, because 
the Central Valley project will absorb these costs, not you in Nebraska 
or some other State. 
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Dr. Mititer. But you are not selling Trinity River power at the 
cost of production. 

Mr. Morris. The Central Valley power cost will be paid back by the 
Central Valley power users in full, and the studies show that they will, 
and without cost burden to other States. 

Dr. Mutter. Is it not true, Mr. Morris, that most of your additional 
costs in this estimate you have here over that of the Secretary come 
from your estimate of the individual costs which would be paid by 
SMUD? 

Mr. Morris. Lamsorry. I did not get that. 

Dr. Minter. Is it not true in this new analysis that you have 
that most of the additional costs in your estimate over that of the 
Secretary come from your estimate of the additional cost to be paid by 
SMUD? 

Mr. Morris. Yes; on the basis of correcting the Secretary’s estimates, 
that is true, and arises through our belief that a rate which was not 
applicable was used. You recall the rate is one which applies to 
utilities which purchase their power exclusively from P. G. & E. for 
their total use, and SMUD is not in that position. 

Dr. Minter. I notice on page 6 of your statement that——— 

Mr. Sayvor. Will the gentleman yield at that point ? 

Dr. Miniter. Yes. 

Mr. Saytor. Dr. Morris, do you have in front of you Committee 
Print No. 13 ¢ 

Mr. Morris. Yes. 

Mr. Saytor. I wish you would look at pages 36 and 37 and read 
the letter on page 36, marked “Exhibit 2-1,” and the letter on page 37 
marked “Exhibit 2-2.” 

I would ask unanimous consent, without reading them, they be 
placed in the record at this point, because—— 

Mr. Enate. Reserving the right to object, Mr. Chairman, I would 
like to suggest that the letter on page 76 also be included. 

Mr. Sayvor. I will withdraw my offer, Mr. Chairman, and read 
them. 

will read the letter on page 36. This is dated May 7, 1954. 

I will read the letter on page 36 

Mr. Rosert H. Gerves, 
The Pacific Gas & Electric Co., 
San Francisco, Calif. 

Dear Mr. Gerdes: This will confirm my understanding of the information left 
with me today by your Mr. Roberts. I understand that if your company were 
to sell bulk power, except steam-support power, to Sacramento Municipal Utility 
District in excess of the 290,000 kilowatts which the United States is now 
obligated to furnish the district, you would do so under rate schedules differing 
from those in the existing contract between your company and the utility district. 
I understand that you consider your regular R schedule (as effective August 31, 
1954) to be applicable to single-point delivery of bulk power to the district. 
Furthermore, a discount in billing under that R schedule of 9 percent would be 
allowed because of deliveries in excess of 60,000 kilowatts to 230,000 volts. 

I assume sale of power to the district at this rate would have no influence on 
your continuing your present contract with the utility district. 

I will appreciate your promptly informing me if there is any error in my 
understanding as expressed above. 

Sincerely yours, 
C. H. Spencer, Regional Director. 

And the answer to Mr. Spencer: 











































































































































































318 TRINITY POWER FACILITIES 


Pactiric GAs & ELEcTRIC Co., 
San Francisco, Calif., May 9, 1957. 
Mr. C. H. SPENCER, 
Regional Director, Region II, Bureau of Reclamation, 
United States Department of the Interior, Sacramento, Calif. 


DeaR Mr. SPENCER: This in reply to your letter of May 7, in which you asked 
me if there is any error in your understanding with respect to possible supply 
of power by the company to the Sacramento Municipal Utility District. 

On the assumptions made in your letter, I believe there is no error in your 
understanding as expressed in your letter. 

Very truly yours, 


Rosert H. GERDES. 

I would like to ask whether or not, Mr. Morris, if you have those 
two letters, that would make any difference in the computation which 
you have just made? 

Mr. Morris. No; because I read further in this same document to 
see what the verification of that was by the State utilities commis- 
sion which has jurisdiction over the rates charged in California, and 
I found this letter written to Mr. Engle on page 77. If you would 
like, I would like to read that into the record. 

Mr. Saytor. Read it right in. 

Mr. Morris. This is the 

Mr. Saytor. I will not object to having it put in. 
Mr. Morrts (reading) : 


Hon. CLAIR ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D.C. 


Dear Mr. ENGLE: In connection with your letter of June 13, 1957, regarding 
charges for the supply of electric power and energy by Pacific Gas & Electric 
Co. to Sacramento Municipal Utility District, I am pleased to send you the 
information requested. 

Schedule R, resale service, is not available to Sacramento under present 
conditions. This is in accordance with the applicability clause of the presently 
effective tariff sheet, which states that the schedule is applicable where “utilities 
or municipalities take their entire electric-energy supply from the company.” 
There is no provision in the schedule for any discounts other than those specified 
therein for voltage and power factor. A copy of this schedule is enclosed for 
your information. 

Any revisions in schedule R or in the contract you referred to between the 
company and the utility district would have to be authorized by this commission. 

I hope your questions have been answered satisfactorily and if you desire 
further assistance or information, please let me know. 

Very truly yours, 
PETER FE. MITCHELL, President. 

Mr. Saytor. May I ask you whether or not you know what the 
Pacific Gas & Electric Co. or the Sacramento Munic ‘ipal Utility Dis- 
trict or the Public Utilities Commission of the State of California 
has ever officially taken this or any action on this? The letter you 


just read is only a letter from the president in response to a question. 
Mr. Morris Yes. 


Mr. Sartor. And there is no hearing. You can go to Sacramento 
and you can go to the entire files of the Public U tility Commission 
of the State of California, and you cannot find any case out there 
pending. This is merely his opinion. Is that right? 

Mr. Morris. He has jurisdiction—— 

Mr. Sartor. No. Now you are becoming a lawyer. Please con- 
fine yourself to being an engineer and not a judge. 
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Mr. Morris. You can have your own views on this, but it makes 
sense in this: that the rates which a public utility would charge to 
a utility which buys only a portion of its load from the company 
and generates in the main its own load would afford a more hazardous 
fluctuation of power demand, and thus the company would be entitled 
to a larger charge for that than where the power is taken exclusively 
from the parent company. 

Mr. Saywor. That would be your attitude if you were working 
for the Pacific Gas & Electric Co. ? 

Mr. Morris. It would, yes. 

Mr. Sartor. But if the Pacific Gas & Electric Co. does not choose 
to have that attitude, who are you to complain about it ? 

Mr. Morris. You can discuss it a good deal. My answer as I was 
guided by the correspondence in here, including the letter from Mr. 
Mitchell which I read. 

Mr. Sartor. That is all. 

Mr. Ruopes. Will the gentleman yield to me? 

Dr. Mitter. I want to ask one more question, and then I will yield 
to the gentleman from Arizona. 

Mr. Asprnatit. May the Chair ask his colleague, Dr. Miller, if 
there is any intention at all to let any of those on the left of the 
chairman ask questions this morning? 

Dr. Mituer. I hope we can get through, but I am sure the gentle- 
man to my right needs a little time to ask some very pertinent ques- 
tions, and I promised to yield to the gentleman from Arizona. We 
will do the very best we can to finish. If not, I suppose there are 
other days on which Mr. Morris will be available. 

Mr. Morris. I hope I may certainly leave this week for home. 

Dr. Mruurr. Mr. Morris, on page 6 of your statement I find that 
you apply the contract rates in the existing contract to SMUD’s 
steam standby and firming contracts rather than schedule R, less 9 
percent which the utility has offered to SMUD. 

Mr. Morris. Yes. 

Dr. Miter. Is that correct? 

Mr. Morris. That is correct. 

Dr. Miter. Are you aware that existing P. G. & E. contracts are 
designed to firm up and provide standby power for the SMUD Upper 
American Dapvisioelectiis project upon which construction is to be 
started very soon ? 

Mr. Morris. The present rates continue—I have forgotten—into 
the early seventies, which is about the time this project will come in. 

Dr. Mmuer. Yes. You are an expert on this thing. I respect your 
opinion, Mr. Morris. I know you understand the differences between 
standby and firming contracts. On a contract for a sale of a large 
block of power, you must know that the rates for each type of service 
should be different. Now if you were asked to advise SMUD on 
the type of contract to employ for the large block of power upon 
which you have based your estimate, would you advise them to buy 
power under contract schedule R less 9 percent rate which has been 
offered them, or would you advise them to uy power under standby 
contract, which you say would cost SMUD 114 mills more? 

Mr. Morris. I would say this, Mr. Congressman, in response to your 
question : I would say if this was an offer by P. G. & E. to substitute 
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for its existing contract available power under this schedule under the 
conditions which SMUD is getting power. I would say that was a 
good deal but 

Dr. Mritier. Would you advise them to buy the power costing 114 
mills more? I want to be consistent with your statement now. 

Mr. Morris. It is consistent with my statement, because P. G. & E. 
has not made this offer to SMUD under its existing program. They 
are still charging under these contract rates. Iw ould not be sur prised 
if P. G. & E. would ask for the total load before it would make power 
available under that schedule. 

Dr. Mitter. I now yield to the gentleman from Arizona. 

Mr. Ruopes. Mr. Morris, it might interest you to know, then, there 
is a letter in existence, which I “have a copy and I intend to read, 
dated November 4, 1957. It is to Mr. James E. McCaffrey, general 
manager and chief engineer, SMUD, 2101 K Street, Post Office Box 
2391, Saer amento, Calif. 


Dear JiM: This is in reply to your letter of October 18, 1957, relating to ex- 
tension of the cancellation provision in our contract dated June 16, 1955. You 
have suggested that the contract might also be amended to include the R rate 
less 9 percent in lieu of the existing contract rate provision. As I told you on 
October 23, the R rate cannot be applied to the steam firming service available to 
the district under the contract. 

The Bureau of Reclamation studies submitted by the Secretary of the Interior 
to the House Committee on Interior and Insular Affairs assumed that the district 
would purchase at system load factor, and in addition to its present contract 
commitments, 140,000 kilowatts without construction of the San Luis project 
and 66,000 with San Luis. We informed the Bureau that we would furnish 
that service to the district at the R rate and allow a discount at 9 percent since 
the district would be taking delivery at a single point and had purchased power 
from us prior to 1951 at a charge approximately 9 percent below the level of 
our then existing regular resale rate schedule. You can readily understand that 
the service the district assumes in the Bureau’s studies would not supply the 
steam support required for the district’s hydroelectric plant. 

S. L. SIBLEy. 

If I read that correctly, that does constitute an offer to furnish 
140,000 kilowatts dependable power if San Luis is not constructed and 
66,000 if it is constructed, over and above the present contract, on the 
system load factor basis at R schedule discounted by 9 percent. Would 
you agree with that assumption ? 

Mr. Morris. It has not offered to do that under existing purchases. 
As I read that, it is pretty much the same as this original correspond- 
ence between Mr. Gerdes and Mr. Spencer. 

Mr. Ruopgs. There is no reason for you or I to decide the legal 
ramifications involved in this offer and acceptance. I happen to be 
a lawyer, and I think it is a good offer if it is accepted. 

Can you, as an engineer, ‘though, tell me if the R rate minus 9 was 
used for the computation, would you then find it necessary to revise 
your statement on page 2 in which you state that the excess costs to 
SMUD would be $187 million rather than the Secretary’s estimate of 
$150 million? 

Mr. Morris. I think I very clearly tied mine to the use of the present 
contract, and if the present contract is not used, it would be a different 
figure. There is no question about that. 

Mr. Ruopes. In other words, if you use the R minus 9 rate the Sec- 
retary’s figures are probably correct? 
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Mr. Morris. I used the contract rate for the reason I stated. If 
those rates are not valid, the excess cost figures would be something else. 

Mr. Ruopes. That is all, Dr. Miller. 

Mr. Sartor. Will the gentlem: an yield ? 

Dr. Minter. I willy ield to the gentleman. 

Mr. Sartor. Mr. Morris, will you turn to page 3 of your prepared 
statement? On page 3, as I read this statement, it is your position 

that 80,000 additional kilowatts which the Department assumes being 
sold to P. G. & E. under an all-Federal development ee Trinity 
would be available for sale by the Government to preference custo- 
mers. Is that correct? 

Mr. Morris. Yes, or use by the Government itself. 

Mr. Saytor. By preference customers, I mean Government instal- 
Jations and preference customers. 

Mr. Morris. Yes, that is correct. 

Mr. Saytor. In developing that point, you state that the Secretary 
used only 935 million kilowatts as avails ible energy from an all- Federal 
developme nt when his own 1957 report shows 1,061 million kilowatts 
available. Is that correct ? 

Mr. Morris. That is correct. 

Mr. Sartor. Your statement on page 3? 

Mr. Morris. Yes. 

Mr. Saytor. I want you to look at page 71 of what you refer to as 
the gray book. Tell me where Lam wrong. I subtract the total gen- 
eration without Trinity for the total generation with Trinity and I get 
the figure 1,167 million kilowatt-hours, and I subtract from the total 
generation the increased losses in transmission of 122 million, and the 
increased project use, 78 million, and I get a total net generation avail- 
able of 969 million. If I deduct 3 percent—and I understand that is 
the figure used by the engineers—I get down to 935 million kilowatt- 
hours, the figure that the Department used, to support a firm prefer- 
ence agency load of 600 million kilowatts. Now what is wrong with 
that ? 

Mr. Morris. That is not just the way it was done in the gray book. 
As you were reading from this, you observed you left out some of the 
items there and quoted one of them in a different figure. This shows, 
as you state, 1,167 million kilowatt-hours generated, to which was 
added 92 million of support purchase, giving 1,259 million kilowatt- 
hours, from which was subtracted transmission losses of 122 million, 
giving net for sale 1,137 million. Then there is 76 million of that for 
project use, firm commercial of 926 million, nonfirm commercial of 
135 million, and making the total of those allocations of 1,137 million. 
If you take the 76 million project use out of that figure, you have 1,061 
million kilowatt-hours which were avail: ible of commercial power. 

Mr. Sartor. Is it not true that the first call on power is for project 
use 

Mr. Morris. Yes, and we honored that in the same way, the same 
figure. 

Mr. Sartor. I am like Mr. Thomson: I cannot figure where you 
go out and buy 92 million kilowatts support you can say it comes from 
the Trinity. It is just a matter for engineers to decide, but to a lay- 
man, if you go out and buy something and add it to it, I do not see 
how youcan say it came from Trinity. 
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Mr. Morris. This is what the Bureau of Reclamation says. 

Mr. Sartor. Iam not arguing. I just tell you I do not understand. 

Mr. Morris. I am just comparing their figures. 

Mr. Sartor. Mr. Chairman, I would like to make a few statements 
here, with the indulgence of Mr. Morris. Off the record. 

(Discussion off the record.) 

Mr. Aspinaty. Mr. Saylor, let the chairman ask a question. Does 
the gentleman really think this is the place where we should have 
these statements or should we have them in marking up the bill ? 

Mr. Sartor. I think, Mr. Chairman, this is important because I 
think it affects whether or not we are ever going to come to marking 
up the bill. 

Mr. Enere. A parliamentary inquiry 

Mr. AsprnaLu. Wait a minute. 

Dr. Mutter. Will the gentleman yield ? 

Mr. Sartor. I am going to make this statement because it ends up 
with a question. It may be a long rhetorical statement, but it ends 
up with a question, and I would like to call it to the attention of Mr. 
Sisk, another gentleman from California, who I know is vitally in- 
terested not only in this affair but in certain others, because of the 
things that are involved here. 

Mr. Encore. Mr. Chairman, I am going to make a point of order 
against the proponents making statements involving the merits of the 
case during the time for the opponents. If the gentleman wants to 
preface his question with the statement, it is all right. 

Mr. Sartor. This is a question. 

Mr. Encte. After all, it is on our time. 

Mr. Sartor. I refuse to yield. I am going to ask Mr. Morris this 
question: Did you ever hear of a pie that was one-fifth bad ? 

Now, Mr. Morris, before you answer that question, I would like to 
give you my reasons for asking you that question. 

From time to time in the 9 years that I have been a member of this 
committee, I have been credited by some people and accused by others 
of going into reclamation projects with the express intention of test- 
ing the validity of the engineering conclusions that have been reached 
by the engineers of the Bureau of Reclamation. I have felt, and still 
feel, it is the duty of every Member of Congress to do just that and 
investigate carefully the bills that come before us. 

Now for almost 8 days of this hearing, and for some 18 months 
before that, well after I joined with others in voting for the overall 
Trinity division authorization, I have watched and listened to my 
friend, Mr. Engle, in a very unusual role. Mr. Engle has during all of 
that period repeatedly challenged the validity of the engineering con- 
clusions and the slide-rule operations of the Sacramento, Calif., re- 
gional officer of the Bureau of Reclamation and the Commissioner of 
Reclamation on their engineering conclusions regarding the proposed 
power facilities at Trinity Dam—not the planning on the dam, not the 
Lewiston Dam, not the Clear Creek Tunnel, not the Spring Creek 
Tunnel or the Whiskeytown Dam, just the power facilities. 

This week’s record gives us some idea of the dollars involved. IT 
think the Secretary stated it was about $262 million, the estimated 
cost of the Trinity division whether built on an all-Federal basis or 
under joint development. It appears that somewhere in the neighbor- 
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hood of $75 million of Federal money has already been committed on 
the Trinity division, and so far none of it has gone into power facilities. 
If my information is correct, there is at the present time a request for 
$10 million more for supplemental funds, which will soon be up for a 
vote, to complete the Trinity Dam or continue the present operation 
of the Trinity Dam. 

Throughout the hearings on this bill we now have before us our 
chairman and my good fr iend, Mr. Engle, has challenged both directly 
and through witnesses, including the man to whom I have just pro- 
younded this question because he has been described by Mr. Engle, 

believe as his “principal witness”—in every conceivable way the 
engineering computations, the engineering calculations, the engineer- 
ing analyses, the engineering conclusions of the S Sacramento office 
of the Bureau of Reclamation and the Commissioner of Reclamation 
in adopting all of these recommendations. 

Now, mark you that it is the engineering on the power facilities 
at Trinity, not the Trinity Dam, not the C lear Creek Tunnel, not the 
Clear Creek powerplant, not the Whiskeytown Dam, not the Lewis- 
ton Dam, not Spring Creek Tunnel and powerplant—just the one- 
fifth of the $262 million worth of engineering, the Trinity power 
facilities. 

I am delighted to have my friend, Mr. Engle, join me in checking into 
the Bureau, because it is not right for any Bureau to plunder the tax- 
payers’ purses because of bad planning, whether it is in western recla- 
mation or flood control or any other agency of the Government. We 
have been talking today only about $60 million worth of the Trinity 
power facilities, not of the total outlay of $262 million which is pro- 
posed to be in addition to what has already cost the taxpayers of Amer- 
ica $1 billion in the Central Valley. 

As I said the other day, I voted for the Trinity division, but I now 
pose this question : If the Sacramento office has given Secretary Seaton 
and the Congress bad advice, bad engineering, ‘bad financial analyses, 
bad hydrological data, bad falling water-payment analyses, and un- 
sound conclusion on one unit which will cost the taxpayers $60 million 
under Mr. Engle’s plan, then down what kind of a badly planned, badly 
engineered rathole that must represent the rest of the Trinity division 
has Congress been asked to pound the other $202 million ? 

I think what we have involved here is of momentous importance to 
this committee, to the Congress that authorized this now $262 million 
project, and to the taxpayers of America. It is interesting to note that 
my good friend, Mr. Engle, has attempted to develop ammunition to 
be fired only at this one part of the Bureau’s Trinity division program, 
and it is on a very, very selective basis. If he scores a direct hit, I wil! 
welcome him shooting at the Bureau of Reclamation in the public 
interest, but then we had better get some new engineers in the Sacra- 
mento office. But, what is more important in the immediate public 
interest, we had better suspend immediately all further expenditures, 
all contract letting of every sort, make, and description that involves 
one Federal dollar on the other four-fifths of this program. Let’s stop 
the Trinity tunneling wherever it is right now, hold up the Sacramento 
Canal, and all other works planned in that area, including the bill 
which we just had before us a few days ago, the bill for the San Luis 
project ; because, mark you, these same engineers who are so poor that 
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they cannot figure the amount of falling water or what Uncle Sam 
should get paid for them are asking this committee and the C ongress 
to pay an additional $202 million. 

I think this: We should know whether or not these engineers who 
have planned the power facilities are the same engineers that have 
advised the Bureau of Reclamation on the other facilities, if these are 
the same engineers that advised us on San Luis. I think this com- 
mittee should ask what happens to all of this pending legislation, and 
should it not be held up, if these people are one-tenth as bad as the 
gentleman from California, Mr. Engle, has stated they are, because 
if they cannot do this job, I feel certain they cannot do the far bigger 
job. 

The record is being made here, and we will soon be before the 
Appropriations Committee, soon have bills on the floor of the House 
involving this Trinity division. This committee will soon have before 
us a bill for marking up, the San Luis bill, and I think we should find 
out whether or not these same engineers that you find fault with, Mr. 
Morris, in their calculations are that far wrong. 

In view of all the facts—— 

Mr. Asprnati. Will the gentleman yield for a little correction? 
Mr. Morris is not finding fault with the engineers. He is taking 
exception to their findings. 

Mr. Sartor. Whether he takes exceptions—if he takes exceptions 
to their findings, that is all the more reason that we had better get 
some outside engineers to take a look at this whole thing, because un- 
less there is some evidence that these are not the same people that 
have planned the overall Trinity division and the San Luis project, 
I do not think they are capable. If they have done so badly in plan- 
ning this one-fifth of the pie, I want to know that their planning is 
right on the other four-fifths of the pie. 

With that, Mr. Morris, I would like to ask you to comment as to 
whether or not you have ever known of a pie that was one-fifth 
bad. 

Mr. Morris. One-fifth bad ? 

Mr. Saytor. Yes. 

Mr. Morris. I would like to say this: The Bureau of Reclamation 
has been carrying on here as one of the great agencies in the field 
of construction of hydraulic works and has had a splendid record of 
construction down through the years. I would not hurl any charges 
against them. 

I have gone over an analysis here in which essentially my differ- 
ences are that here was a study in a short 20-year period of drought, 
that in the longtime average there are more kilowatts there. That is 
all I am presenting. 

Mr. Sartor. Am I correct, if your only complaint, Mr. Morris, is 
that they did not include enough water in their original calculation, 
that that provision is taken care of in the proposed contract, that if 
there is more falling water, or the amount of falling water you in- 
dicate, the Government will be paid for it ? 

Mr. Morris. That gives me a great deal of concern, Mr. Saylor, be- 
cause if the amount of power is reduced to what the Bure eau_has 
said—the last figure, as I recall it, was 970—I presume that is load 
center. It was not defined. But let’s say it was at load center. Then 
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I increased that up to the place of generation in which they claim 714 
percent loss between generation and load center and called it 1,050. 
Then I deducted off the 60 million kilowatt-hours from Keswick, and 
I got 90 million kilowatt-hours, which under the last testimony yes- 
terday would be from the Trinity project at point of generation, fall- 
ing water. I want to tell you that, if the 1,248 million which the 
P. G. & E. says is available is not there, you will not secure enough 
payment from the P. G. & E. charges to take care of the cost of the 
ower features of the project as testified. I come out with a deficit of 
$788,000 a year over this 50-year period of meeting these require- 
ments if we use the figures which the Bureau of Reclamation last put 
in instead of those of the P. G. & E. which I accepted. 

Dr. Mriier. Let me ask a question there. 

Mr. Saytor. Yes. 

Dr. Mitier. Mr. Morris, the extra power that you have indicated 
would be produced, is not that in extremely wet years and would 
be made as a charge to flood control and sold as dump power, anyway ? 

Mr. Morris. No; 1 just took 

Dr. Mituer. Is not that true through wet years ? 

Mr. Morris. Average years. 

Dr. Mitier. Charged to flood control and 

Mr. Morris. I took average years. 

Dr. Miter. And would be sold as dump power. 

Mr. Morris. I took long-time average. 

Dr. Mitier. It would be just dump rate; would it not ? 

Mr. Morris. It is up and down. 

Dr. Mitier. They would not make any money off that. 

Mr. Morris. In the long-time average I said it was 104 million more. 
What I am telling you now is, if there is not the 1,248 million kilowatt- 
hours available which P. G. & E. says are available, if you reduce that 
figure to what the Bureau of Reclamation states, then you will not get 
enough money from the falling water to take care of the costs of the 
power. 

Mr. Ruopes. Will the gentleman from Nebraska yield at that point? 

Dr. Miuuer. Yes. 


Mr. Ruopes. Would not that be true under the all-Federal project 
just as well? Imean, water is water. Ifyou do not have it on the one 
side, is it not true you do not have it on the other ? 

Mr. Morris. Regardless of what the cost of Trinity is, whether we 
take it at what I said in my figures, 6.4, whether we take it at 
the highest figure which the Secretary put in last, of 8.9, if that is 
pooled with the rest of the Central Valley project power it only takes 


a small increment in that power to take care of t 

Mr. Ruopes. Is that an answer? 

Mr. Morris. That is what we do under the law as nearly as I know. 

Mr. Ruopes. Are you trying to answer my question ? 

Mr. Morris. What is your question ? 

Mr. Ruopes. My question was: Is it not about the same under the 
all-Federal project as it is under the partnership plan if you do not 
have enough water ? 

Mr. Morris. If you donot have enough water? 

Mr. Ruopes. Financially. 


at total cost. 
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Mr. Morris. The difference is this: you are proposing a contract 
with P. G. & E. for a certain price for falling water. 

Mr. Ruopes. That is right. 

Mr. Morris What I am pointing out to you is that that price, which 
is not based upon the cost of the falling water but based upon oil at 
$2 a barrel, falls short then of meeting the required payments, whereas 
if you had a pool 

Mr. Ruopes. If you do not have the water, you cannot produce the 
power. So even if the Federal Government has all the power that 
goes out through the west coast grid, if you cannot produce the power, 
you are not in financial trouble? 

Mr. Morris. The Government will put a price on that power ade- 
quate to take care of and provide the necessary funds for Centra) 
Valley. 

Mr. Ruopes. Mr. Morris, that is hearsay. You have just been talk- 
ing about the pool arrangement, and now you are saying because we 
do not produce enough water at Trinity we ought to raise the rates. 
Tam surprised at you. 

Mr. Morris. The rates may have to be changed sometime. Studies 
do not indicate a rate change. But what I am : telling you now is that 
there will be a deficit of $788, 000 a year in what the » Government ex- 
pects to get from this falling water if we use the Secretary’s testimony 
as the amount of kilowatt- hours which will be produced by that proj- 
ect. If you use the P. G. & E.’s you do not have that deficit. 

Mr. Rwopes. Does not the P. G. & E. guarantee to pay $4.6 million? 

Mr. Morris. No. They pay on a schedule, not a total amount of 
money but so much per acre-foot of water. 

Mr. Ruopes. I have no further questions, Dr. Miller. 

Dr. Mutter. I yield to the gentleman from Pennsylvania. 

Mr. Sartor. I would like to ask a question. Mr. Morris, you testi- 
fied with regard to a good many figures, and the last statement you 
have made is very, very interesting, because you say, on the one hand, 
the Bureau did not do the right thing in figuring as low as it did, 
and now you come along and say if the P. G. & E. figures are wrong 
because they figured too high, then we are not going to get the same 
amount of money out of this ‘thing. 

Mr. Morris. That is right. 

Mr. Sartor. All right. Now somewhere along the line you are 
going to have to pick one set of figures or the other; ; you cannot jump 
from trapeze to trapeze and come to the same conchisions. 

Mr. Morris. I accepted the P. G. & E. figures for the 20-year period. 
I just added 104 million kilowatt-hours. 

Mr. Saytor. No; you did not accept them if you had to add some- 
thing. 

Mr. Morris. I accepted them for what they said they were, the 
20-year, low-water period. 

Mr. Saynor. Then you said there is more water there than that? 

Mr. Morris. Yes. 

Mr. Saytor. Then what is going to be the effect on the figures that 
you have given to this committee if this horrible feature of not having 
the water turns out, whether or not you have built it by all Federal or 
with a joint venture ? 

Mr. Morris. If there is less power generated, it would tend to 
slightly increase the costs of power to the total Central Valley project. 
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It would not put a cost on the taxpayers, it would not put a cost on 
others. Assuming an all-Federal project, it would just make a differ- 
ence in the average cost of power in that total pool. 

Mr. Saytor. What is the figure that you came to this morning in 
figuring out the cost of this power ? 

Mr. Morris. I figured 6.4 mills, based upon the amount of power 
which is available at the site of 1,352 million kilowatt-hours a year, 
which was the figure which I used. 

Mr. Sartor. In arriving at that figure you included and counted 
every kilowatt as firm power, did you not? 

Mr. Morris. Well, I did exactly as the P. G. & E. did, and based 
that upon the total kilowatt-hours produced. If you will turn to page 
9 of committee print 13 you will see a table there of annual energy in 
millions of kilowatt-hours which are available; during the initial 
period, 1,262.9 million kilowatt-hours, and during the ultimate con- 
ditions, 1,218 million kilowatt-hours. I computed a weighted average 
of that of 1,248 million kilowatt-hours, and that I say is the P. G. & E. 
20-year low period, to which I added 104 million kilowatt-hours, 
bringing the figure to 1,352 million kilowatt-hours per year. 

Mr. Sartor. Now you have gone to committee print 13, let’s just 
turn back to the two charts just ahead of that. Under table No. 4, 
you will find in column 5 an item listed as “Nonfirm power.’ Is that 
right ? 

Mr. Morris. That is correct. 

Mr. Sartor. That figure is 258 million kilowatt-hours. 

Mr. Morris. That is not— 

Mr. Sartor. I asked, Is that the figure? 
Mr. Morris. That is the figure for the entire Central Valley project. 

Mr. Sayvor. Including P. G. & E.’s offer for Trinity falling water? 

Mr. Morrts. I believe you will find that does not include any non- 
firm power from Trinity, that the power from Trinity is all figured 
under column 11—Trinity power-water. That lists the revenues 
which would be received annually. The figure you have quoted 

Mr. Sartor. Now wait a minute. Let me call your attention to the 
statement up here at the top of that chart, which says: 





Central Valley project, power system average rate and repayment study, in- 
cluding P. G. & E. Co. offer for Trinity falling water. 

Mr. Morris. That is correct. 

Mr. Sayior. All right. Now look at the next page, the power sys- 
tem now under all-Federal. Here you get a nonfirm figure of 364 
million kilowatt-hours; is that correct? The same column, column 5. 

Mr. Morris. Yes. 

Mr. Sartor. What is the difference between those figures—104 mil- 
lion kilowatt-hours, or 106 million ? 

Mr. Morris. It is 258 million without the P. G. & E. project and the 
all-Federal is 364, and the difference is 106 million. 

Mr. Saytor. In arriving at your figures, which you did, of 1,350 
million kilowatt-hours, did you take into consideration 106 million 
killowatt-hours of nonfirm power ¢ 

Mr. Morris. Yes, I firmed it up. These are sales and not genera- 
tions. 

Mr. Savior. Where do you take that into consideration in your 
figures ¢ 
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Mr. Morris. I have the two figures of 92 million and 75 million of 
purchased power. You will recall that the Sec retary used 92 mil- 
lion and then he drew on the bank account for 7 5 million in using his 
joint study, which he did not in using his all- Federal. So as to make 
the figures comparable I took out that 75 million per year. 

Mr. Sartor. This morning you said you had not taken it out, you 
added it 

Mr. Morris. I added it——— 

Mr. Saytor. Just a minute. 

Mr. Morris. Just to correct the statement. I took it out of the 
reserve. 

Mr. Saytor. Now, wait a minute. You said this morning, taking 
P. G. & E.’s figures 1,248 million—and you said they were not right 
because they did not use enough water—you added 104 million, and 
then you added 60 million kilowatts for the Keswick generation, and 
then 92 million for the support purchases, and you added 75 million 
for bank-account purchases, and then you took off 153 million for your 
transmission losses, and 76 million for your project operations, and you 
came up with 1,350 million kilowatt-hours. 

Mr. Morris. That is correct. 

Mr. Sartor. Where did you take into consideration the 106 million 
kilowatt-hours ? 

Mr. Morris. As a matter of fact, I did not—I took the 75 million 
additional kilowatt-hours from the bank account to make it compa- 
rable with the Secretary’s study, and then I found I did not need that 
because I wound up with 21 million unused of my 1,350 million. I 
used 1,329, leaving 21 added to the 75, which is substantially the same 
figure as the hundred you speak of. 

Mr. Saytor. Where did you take into consideration the amount that 
you have to pay for these bank-account purchases ? 

Mr. Morris. I have presented no figures on that. The figures which 
I presented were figures on the difference in payments. * presented 
no figures having to do with the overall surplus. Those amounts of 
payments are 15 ‘percent more than the P. G. & E. pays for the power 
under the existing contract. 

Mr. Sayror. Did you take that into consideration in arriving at 
your cost of the power? ‘The reason I ask that, you added 75 million 
kilowatts 

Mr. Morris. I did not use that figure at all in my figure of 6.4 for 
the cost per kilowatt-hour. That was onsite generation and had 
nothing to do with purchases of kilowatt-hours at all. 

Mr. Sartor. Let me ask you, How many customers do you think 
you would have to accept power at the place designated on the Bureau 
of Reclamation’s map is just to the rear of you, at the place called 
Trinity Dam and powerplant? How many people would you have 
up there to buy power? 

Mr. Morris. Up in Trinity and Shasta Counties? 

Mr. Sartor (pointing). Right there. How many people would you 
have at Trinity Dam and powerplant ? 

Mr. Morris. Not many certainly. I do not know. There are cer- 

tainly a very few. 

Mr. Saytor. I was there this summer, and once the contractor leaves 
I doubt if you will have a half a dozen homesteaders that have a light 
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or two in the area, and that is all that there are. And now you have to 
transport that power someplace, do you not ? 

Mr. Morris. There are enough of them up there to have a State Sen- 
ator in their government. 

Mr. Enexe. Will the gentleman yield ? 

Mr. Asprnatu. Dr. Miller has the time. 

Mr. Saytor. I do not have the time. 

Mr. Morris, I think the public utility known as SMUD pays 4.35 
mills for its power. Where does it pay for its power? 

Mr. Morris. Where does it pay ¢ 

Mr. Saytor. Yes. 

Mr. Morris. It pays into the Central Valley project. 

Mr. Sartor. Where is that power delivered? Where is that price 
computed? Is it at the load center or is it at the site of generation ! 

Mr. Morris. It is computed at load center. 

Mr. Saywor. In addition to that, there is a transmission cost; is 
there not ? 

Mr. Morris. No; not beyond that. They are taking it directly off 
that. 

Mr. Sartor. Just a minute. There was for a long period of time 
a char ge made to P. G. & E.; is that correct ? 

Mr. Morris. There was, but there is not now. 

Mr. Saytor. In an effort to get out of that charge, what did it cost 
SMUD? 

Mr. Morris. I do not know. Apparently they decided it was worth 
it financially, but I do not have the figures. 

Mr. Sartor. If you figured this cost out where did you take into 
consideration—you figured 6.4 mills. Did you take into consideration 
the transmission losses ? 

Mr. Morris. Yes. I took transmission losses of 153 million kilo- 
watt-hours a year. 

Mr. Sartor. And what else did you take out ? 

Mr. Morris. I took out 76 million kilowatt-hours per year for proj- 
ect use. 

Mr. Saytor. And you say that you firmed up the 106 million kilo- 
watts of power. How did you firm that up ? 

Mr. Morris. I said by purchases from P. G. & E. 

Mr. Sartor. P.G. & E.? 

Mr. Morris. P. G. & E. has a contract which provides that they take 
this power for peaking and so forth, and then permit the power to be 
purchased back. The Government studies—I have told exactly what 
the Government had here. The Government purchases 92 million 
under their study. Then when they had a study of the joint P. G. & E. 
program they took an additional 75 million out of storage and used 
that. As I said, to make the figures comparable } you have got to make 
them comparable by also taking out that same 75 million. 

Mr. Sartor. You do not want to tell this committee that 92 million 
kilowatt-hours that you added in came from Trinity, do you? 

Mr. Morris. In the Gray Book, you will see the Bureau of Recla- 
mation figures there. I did not generate them. They supplied them. 
I just used them. 
~ Mr. Saytor. But the thing that fascinates me about your whole testi- 
mony is that you jump from the Gray Book to the P. G. & E. as it suits 
your convenience. Why do you not stick to one or the other ? 
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Mr. Morris. Because I believe that P. G. & E.’s estimate of avail- 
able power was a better estimate than that supplied by the Bureau of 
Reclamation. 

Mr. Sayxor. Then this bugaboo of not having enough water that you 
just happened to toss out here actually does not exist, and you think 
there is going to be more power than that? In fact, it must be, because 
you added 104 million kilowatt-hours. 

Mr. Morris. I estimated there would be 104 million kilowatt-hours 
a year more than 1,248 million which the P. G. & E. had on account of 
the use of a longtime streamflow record instead of a 20-year dry 
period. 

Mr. Sartor. Then this business of losing money that you held out 
to the committee in your mind actually does not exist ? 

Mr. Morris. I do not believe it does, but I say, if you use the Sec- 
retary’s figures it will exist, and that is why I say ‘those should be 
exattined very carefully, because I find this loss a very serious loss 
of $788,000 a year from falling water, to get enough revenue from 
P.G.& E. 

Mr. Ener. A point of order, Mr. Chairman. 

Mr. Saywor. if your figures are correct 

Mr. Enete. A point of order. 

Mr. AsprnaLu. The gentleman will state it. 

Mr. Enote. The point of order is we have now taken 2 hours with 
this witness, we have quite a few members on this side, and we have 
20 minutes left. I would like unanimous consent that the remaining 
time be divided equally. 

Dr. Miter. That is not a point of order. 

Mr. Asprnau. Let the Chair make the request. Is there any ob- 
jection ? 

Mr. Sartor. He asked to be recognized for a point of order, and 
the question he raised is not a point of order. 

Mr. Asprnaty. The Chair will have to rule it is not a point of 
order. 

Dr. Mitter. May I ask the gentleman from Pennsylvania how 
much more time he desires? I think we do want to be—— 

Mr. Enate. I think we ought to have some fairness. 

Mr. Sartor. Nobody objected yesterday when you had this witness. 

Mr. Enete. It is my case. 

Mr. Sartor. That is perfectly all right. 

Mr. Asprnauu. Let the Chair made this statement. Let the Chair 
say to the gentleman from Pennsylvania he did not know the gentle- 
man from Nebraska was going to take all the time this morning. If 
that is what the gentleman wishes to do, if he wishes to conduct a 
filibuster in this committee—we never had such a thing done before— 
the gentleman does so on his own responsibility. 

The Chair rules that the time is still in Dr. Miller’s hands. 

Mr. Sayxor. In answer to Dr. Miller, I would like to ask one more 
question and then I will yield back to him. 

Dr. Mrirrr. All right. 

Mr. Sartor. Mr. Morris, if your statement that the Secretary’s 
figures with regard to the amount of money that would be gotten 
from the P. G. & E. in certain years would be short by substantially 
three-quarters of a million dollars is correct, do you not think that 
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this committee should then go back and look at the entire Trinity 
project, if the Secretary and his figures are that far wrong on one 
item ¢ 

Mr. Morris. Yes; I think these should be reconciled. I think all 
of us engineers ought to agree on what the figures should be. I frankly 
agree to that. But I do point out there is this inconsistency. He 
uses the larger amount of power to support the contract with 
P. G. & E. to show the revenues which would be received, and then 
when he makes his estimates here, he says there is not that much 
power there and he uses a smaller ‘amount of power. I just cannot 
quite understand how that can be done, because if I use his figures 
I then fall short this $788,000 a year in meeting the requirement of 
the payment to the Federal ‘Government. 

Dr. Miter. Mr. Chairman, I think I just have one question or 
observation. I think the questioning has been very pertinent this 
morning, sharp and to the point. Mr. Morris is a prominent engi- 
neer and, of course, engineers, as [ said in the beginning, occasionally 
differ in their opinions, just as doctors do. 

You were hired to do a job, and I expect maybe if those figures 
‘ame out the same as P. G. & E., or the Reclamation Bureau you would 
not be here today testifying. You were brought here and I think 
sincerely ae prelesane yee - findings. 

Mr. Morris. I said this when they asked me if I would consider this: 
“I do not know. I will look it over and see how the figures look.” 
When I found it appeared to be not wholly an accurate record before 
you, I said I would be willing to testify. I did not commit myself 
until I had looked into the situation. 

Mr. THomson. Would the gentleman from Nebraska yield ? 

Dr. Mitier. Yes. 

Mr. Tuomson. I want to move quickly. I certainly do not want 
to filibuster. 

On your statement that was handed to us yesterday you showed 
there would be $297 million in saving to the Federal preference 
agencies if this was built as an all-Federal project. The Secretary 
showed the total amount that could be saved, even with these in, to 
the Government would be $107 million. That means $190 million 
of that would go to the non-Federal preference customers, principally 
SMUD; is that correct ? 

Mr. Morris. No. My study No. 7 includes SMUD and nonprefer- 
ence agencies in the same proportion as used by the Secretary, and 
my study No. 10 assigned all of the power to Federal use. 

‘Mr. Tomson. All “right. It would be about $180 million or $190 
million that would go to the non-Federal preference customer under 
study No. 10? 

Mr. Morris. Under study 10, none of it, no. 

Mr. Tuomson. Under study No. 9, the $284 million, there would be 
about $180 million of it or $170 million. some place in that neighbor- 
hood, go to non-Federal preference customers, principally SMUD. 
Is that right ? 

Mr. Morris. No. Schedule 9 is also one in which it is all-Federal 
use. The difference between 9 and 10 is that I took Ames Laboratory 
out on account of its unusual load. 
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Mr. Tuomson. In the chart the Secretary presented, he showed 
the Federal preference customers under all-Federal construction got 
$106,920,000 benefit by taking care of them a hundred percent. So 
the balance of this goes to the nonpreference Federal customer, does 
it not ? 

Mr. Morris. No. My 9 and 10 have no preference customers in 
except the United States. My 7 and 8 do have. What you state of 
a split there is true; there is benefit under studies 7 and 8. 

Mr. Tomson. Just an observation. On your own figure of 6.4 
mills being the cost of power and selling it to SMUD for 4.35, taking 
care of their requirements, that would mean if they bought all of this 
power they would have a benefit of about $135 million instead of 
that going to water development. Is that not correct ? 

Mr. Morris. In the utility business you do not do that. The 
P. G. & E. has high-cost plants on its system also. If you assume 
vou are not going to pool these on the Central Valley project, you 
probably would never build another powerplant on the Central Valley 
project. 

Mr. Tuomson. Thank you. Thetime is short. I yield back to the 
gentleman from Nebraska. 

Dr. Mitier. You are through ? 

Mr. THomson. Yes. 

Dr. Muirr. I want to thank the chairman for his patience in letting 
the minority members ask so many questions. I hope we will have 
another meeting with Mr. Morris so the gentlemen on the chairman’s 
left will have full time to go into this problem the same as we have 
had on this side. 

Thank you very much for your patience. 

Mr. Asprnatu. The gentleman from Nebraska, Dr. Miller, has used 

2 hours and 6 minutes. 

The Chair recognizes the gentleman from Texas. 

Mr. Rogers. Mr. Morris, you are an engineer and I presume also a 
consultant, are you not? 

Mr. Morris. Yes. 

Mr. Rogers. We have heard a lot of testimony and, of course, there 
has been a lot of water over the dam, so to speak, in here. But would 
you give me your candid opinion as to why it is that P. G. & E. is so 
anxious to get into this power partnership deal that has been worked 
out here? 

Mr. Morris. Mr. Rogers, I wish you would ask that of the P. G. & E. 
They have been here on the stand and they could explain all of their 
reasons. 

Mine would be conjectural and would not be the best information 
which is available to you. 

Mr. Rogers. I understand that, but I was afraid if I did not ask a 
disinterested party or one on the other side that I might get some 
self-serving statements. 

Mr. Morris. I would just say this: They figured up a cost that they 
are willing to pay of $2 a barrel for oil and a contract for 50 years. 
Well, oil has gone to $9.75 a barrel. The price of oil is uncertain. 
I have been in this utility business all of my life, and I know the 
problems connected with the purchase of oil. I should say that would 
be a good bargain for P. G. & E. to have a guaranty of cost for 50 
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years, that that power is not going to cost more than oil at $2 a barrel, 
with the greater benefits of pes aking and so forth which arise from 
this plant. 

Mr. Rogers. In other words, they could not get that same guaranty, 
for instance, as one of the facets of this problem, by the erection of a 
steamplant to produce a like amount of electric power ? 

Mr. Morris. They would not have any guaranty of $2 oil—as you 
would know, coming from Texas, I take it. 

Mr. Rogers. Y es,sir. Weare glad to sell it as high as we can do so. 
We are not anxious to sell it below $2 a barrel. 

Do you have any other opinions as to particular reasons why this 
would be a good thing for P. G. & E. as differentiated from going 
into the production of this power from another source? 

Mr. Morris. I think that is the primary one. 

Mr. Rogers. I believe that is all. 

Mr. Morris. I might say, you see, they not only firm up the $2 on 
the proposed contract for oil, but "they firm up the Government’s 
portion of the operating expense for 50 years, and all of us who have 
operated know our operating expenses have been going up. 

Mr. Sisk. Will the gentleman yield ? 

Mr. Rogers. I will be glad to yield to the gentleman from Cali- 
fornia. 

Mr. Sisk. With reference to the question by the gentleman from 
Pennsylvania, I would like to ask one question here. It seems to 
me as though the gentleman from Pennsylvania is kind of backed 
into a hole here on using Bureau figures. Yesterday, Mr. Head, in 
testifying for the Bureau of Reclamation, as I read the transcript on 
page 594, said that 970 million kilowatt-hours would be available 
from Trinity each year. 

On Monday, Secretary Seaton in his statement said that the annual 
amount required to authorize the power allocation under partner- 
ship, based on new cost estimates, would be $4,448,000. 

Mr. Morris, assuming Mr. Head is correct, how much would be the 
annual payment from P. G. & E.? What would their payment 
amount to? 

Mr. Morris. With the new estimate? 

Mr. Sisk. With the new estimate. 

Mr. Morris. I computed that at $3,660,000 a year. 

Mr. Sisk. In other words, it would actual y be $740,000 less than 
the amount the Secretary needs to pay off power allocations of $110 
million at 3-percent interest ; is that correct? 

Mr. Morris. Yes; it is very substantially less. I made the com- 


putation at $788,000 a year short of meeting the requirement. 
Mr. Sisk. $788,000? 


Mr. Morris. Yes. 

Mr. Sisk. Per year short of meeting the requirement. All right. 

I have just one question with reference to the San Luis project 
which has been mentioned from time to time here. Your statement 
and figures, as I understand, Mr. Morris, are predicated upon the 
development of Trinity without San Luis, and, of course, you came 
up with certain projected figures that you arrived at without San 


Luis. Now, with San Luis, would you give me quickly a rough 
estimate of what the figures would goto? 
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Mr. Morris. I am sorry I cannot. The matters were a little com- 
plex for me to go into quickly, and I only extended the figures by 
some revision to the Secretary’s estimate up to my item 4 of $192 
million excess cost under the Secretary’s study. He reported $176 
million. I did not extend that in my other studies because it is 
complex. You will recall there is a different burden on the project 
where water is used for irrigation pumping. Not only is the alloca- 
tion to irrigation without interest, but the power allocation is with- 
out interest. I decided not to go into that because the Bureau of 
Reclamation made its own figures, and I would not try to extend 
those into these other items. 

Mr. Sisk. Mr. Chairman, I yield back. 

Mr. Rogers. Mr. Morris, let me ask you one question. What would 
you think of a situation of this kind in the type of contract we are 
talking about: If there was an escalator clause in that contract to 
where the price of this electric power would be determined by work- 
ing it out on what it would cost if it were being produced by the 
use of oil, as you spoke of. In other words, if the price of oil went up 
to $5 a barrel, the cost of that electric power would be a great deal 
more. However, if it went considerably lower, or 10 cents a barrel, it 
would be fair to the other side to have a deduction ? 

Mr. Morris. I think I would agree in the main with the Secretary’s 
testimony that when you are making a capital investment you are 
making a commitment for the 50-year period, and so I believe the 
portion of the cost which represents the return on the capital invest- 
ment by the United States and its other obligations excluding replace- 
ment and operating expense should be fixed at the time the contract 
is entered into. But I believe the portion of the costs which repre- 
sents the Federal Government’s operating maintenance and replace- 
ment costs of its facilities should be subject to escalation as those costs 
may change during the 50 years. 

Mr. Rocers. Thank you, Mr. Chairman, I yield back. 

Mr. Enoir. Mr. Chairman, I have a number of items that have 
not been put in the record. I would like to request unanimous 
consent that these items be included. One is a telegram from Mr. 
Haggerty, secretary-treasurer of the California State Federation of 
Labor, in support of all-Federal development, which I will not bother 
to read, except he says, “Convention representing more than 1,300,000 
members unanimously passed the resolution. 

Mr. Urr. Reserving the right to object, Mr. Chairman, I would like 
to know whether the chairman of the full committee knows whether 
the electrical union who testified here the other day is a member of 
the California AFL-CIO? ; 

Mr. Enete. I understand they are. 

Mr. Urr. I wondered about the word “unanimously” in the 
telegram. : 

Mr. Enate. I asked about that, and evidently they did not oppose it 
on the floor because they lost their resolution in the rules committee. 

Mr. Urr. I think we will take judicial notice it is not unanimous, 
and I withdraw my reservation. 

Mr. Enerr. It was unanimously passed on the floor of the conven- 
tion. That is the reason I questioned the word “unanimously.” too, 
because Mr. Weakley was in here, and as I understand, they submitted 
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the resolution to the rules committee and got knocked flatter than a 
fritter and decided not to take it on the convention floor. 

Mr. Urr. Except he speaks of the 1,300,000 members, and I just 
wanted the committee to take note. 

Mr. Sisk. Will the gentleman yield to me? 

Mr. AspInat.. Just a minute. Will the gentleman from Texas 
yield to me? 

Mr. Rogers. I yield, Mr. Chairman. 

Mr. Asprnauu. The Chair has several requests, both pro and con, to 
be put in the record. Is there any objection from any member of this 
committee to the chairman taking the responsibility to see these get 
into the right place in the record, including those Mr. Engle has, 
which the Chair promises he will look over? Is there any objection ? 

Hearing no objection, such items will be made a part of the record. 
(See p. 337.) 

Mr. Enete. I ask unanimous consent that the statement prepared 
for presentation by the representatives of the Sacramento Municipal 
Utility District, who have been here for a period of 3 weeks, but have 
not had the opportunity to testify, be made a part of the record. 

Mr. Saytor. Reserving the right to object, Mr. Chairman, I hate to 
do it, but I am perfectly willing to come back and have other hearings 
on this matter. In view of not knowing what is in those statements, 
not having seen them, I must object. 

Mr. Enate. If the gentleman will reserve his objection, what I am 
doing is giving the gentleman an opportunity to look at the statements. 

Mr. Sartor. You did not ask that. 

Mr. Enate. I asked it be put in the record, and you can look it over. 
The question of a further hearing is a matter subject to future deter- 
mination. 

Mr. THomson. Reserving the right to object, Mr. Chairman, I 
would just like to make an inquiry of the chairman or the chairman of 
the full committee, or whoever might be able to answer, how much 
additional time is contemplated will be available for inquiry with Dr. 
Morris and with these other witnesses ? 

Mr. Asprnaty. Let the chairman of the subcommittee state that 
it is within the jurisdiction of the chairman of the subcommittee. Dr. 
Morris is going to be excused at the conclusion of today’s hearing, 
just as the chairman suggested to his colleagues when Dr. Morris 
went on the stand yesterday. 

Mr. Rocrers. Mr. Chairman, may I make a parliamentary inquiry? 

Mr. Asprnatu. The gentleman may. 

Mr. Rocrrs. Does the inclusion of the matter that the chairman of 
the full committee wants to include require unanimous consent ? 

Mr. Asprnauy. It does not. The Chair has already received per- 
mission to put these matters into the record as the chairman of the 
subcommittee sees fit to accept them. 

Mr. Ener. In that case, 1 withdraw my request. 

Mr. Rropes. A parliamentary inquiry, Mr. Chairman. Does the 
permission the committee granted to the chairman of the subcommittee 
also refer to matters which were brought up specifically and objected 
to? 

Mr. Asprnatu. The Chair asked if there would be any objection. 


The Chair will protect the record. I think his colleagues ought to 
know that. 
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Mr. Ruopes. The inquiry certainly was not aimed at the integrity 
of the Chair. The Chair’s integrity is too well known to require any 
explanation. The parliamentary situation escapes me, however, be- 
cause after the permission was granted the chairman to do that this 
other matter was submitted specifically and objection was heard. 

Mr. Enete. Objection was not made. 

Mr. Ruopes. I understood it was. 

Mr. Enete. Did you object ? 

Mr. Saytor. Yes. 

Mr. Tuomson A further reservation, Mr. Chairman. I am sorry 
to hear Dr. Morris will not be back here. I appreciate his help and I 
think he has helped straighten out some confusion I had with regard to 
this. I withdraw my reservation. 

Mr. Asprnatt. Thank you very much, Dr. Morris, for your con- 
tribution to the committee. You are excused from this hearing. 

The House is now in session and the committee stands adjourned. 


(Whereupon, at 12: 02 p. m., the committee adjourned, to reconvene 
at the call of the Chair.) 


(Pursuant to eo Oe cviven the c hairman to examine and include 
additional statements and infor mation in the record of the hearings, 
the following statements and material are included :) 


A statement submitted by Hon. Craig Hosmer setting forth comments of 
P. G. & EB. Co. on statement of Samuel B. Morris. 

A statement by Mr. Andrew J. Biemiller, director of the legislative depart- 
ment of the AFL-CIO opposing the legislation. 

A statement by Mr. George Sehlmeyer, master of the California State Grange 
opposing the legislation. 

A statement of the National Rural Electric Cooperative Association opposing 
the legislation. 

A statement of the American Public Power Association opposing the legisla- 
tion. 

A statement of the Californa Farm Research and Legislation Committee 
opposing the legislation. 
A resolution of the City Council, City of Ukiah, Calif., opposing the legisla- 
tion. 

A resolution of the City Council of the City of Santa Clara, Calif., opposing the 
legislation. 

A resolution of the City Council of the City of Biggs, Calif., opposing the 
legislation. 

A letter from the secretary of the Water & Power Users Association of Santa 
Clara County expressing the opposition of that organization to the legislation. 

A resolution of the board of directors of Shasta Dam Area Public Utility Dis- 
trict in opposition to the legislation. 

A resolution of the Stanislaus County Pomona Grange No. 21 in opposition 
to the legislation. 

A resolution of the Riverbank Grange No. 719 in opposition to the legislation. 

A telegram from C. J. Haggerty, secretary-treasurer, California State Federa- 
tion of Labor expressing the opposition of that organization to the legislation. 

A telegram from the public relations director, Joint Council of Teamsters No. 
38, expressing that organization’s opposition to the legislation. 

A telegram from the Secretary of the Central Labor Council of Santa Clara 
County expressing that organization’s opposition to the legislation. 

A telegram from the president of the Five Counties Central Labor Council of 
Redding, Calif., expressing that organization’s opposition to the legislation. 

A telegram from the Santa Clara and San Benito Counties Building & Con- 
struction Trades Council, AFL—CIO, expressing opposition to the legislation. 

A letter from the secretary of the Northern California District Council, In 
ternational Longshoremen’s and Warehousemen’s Union expressing that or- 
ganization’s opposition to the legislation. 

A telegram from the president of the Insurance Brokers Exchange of Cali- 


fornia at San Francisco expressing that organization’s opposition to the legisla- 
tion. 
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A letter from the manager of the legislation department, United States Cham- 
ber of Commerce favoring the legislation. 

A resolution from the City Council of the City of Oroville, Calif., favoring 
the legislation. 

A letter from the president of the Los Angeles Chamber of Commerce favoring 
the legislation. : 

A statement by the General Accounting Office on audit reports related to 
Central Valley project. 

Comments of Hon. Clair Engle on GAO statement. 


STATEMENT OF Hon. CrAIG HOSMER, SUBMITTING FOR THE RECORD COMMENTS OF 
P. G. & E. Co., on STATEMENT OF SAMUEL B. Morris 


Mr. Hosmer. Under the general leave to extend granted all members of the 
subcommittee, I am inserting a discussion of the testimony of Mr. Samuel B. 
Morris forwarded to the subcommittee by the Pacific Gas & Electric Co. I do 
this without expressing approval or disapproval of the Morris testimony or the 
P. G. & E. discussion, and simply for the purpose of having the record complete 
on the issues involved. 


COMMENTS OF Paciric GAs & ELEcTRIC Co., ON STATEMENT OF SAMUEL B. MorRIS 
on H. R. 6997 


Mr. Samuel B. Morris, as witness and consulting engineer for the California 
Municipal Utilities Association, appeared before the House Interior and Insular 
Affairs Committee on January 23, 1958, and presented a statement in opposition 
to H. R. 6997 and related bills to authorize joint development of the Trinity 
River project in California. 

Mr. Morris’ statement was directed to the question of the difference in the 
cost of power to an assumed group of selected public agency power retailers, or 
so-called preference customers, and certain Federal agencies under joint de- 
velopment and under all-Federal development of the Trinity project. 

The block of Trinity power produced with all-Federal development of the 
project was assumed to be sold to this group of customers at existing Central 
Valley project rates. If the Pacific Gas & Electric Co. built the Trinity power 
facilities under joint development, it has been assumed that the preference 
agencies would purchase an equal amount of power from the company. 

The Secretary of the Interior, by letter dated June 28, 1957, to the chairman 
of the House Interior and Insular Affairs Committee, submitted his estimate of 
the difference in cost of power to this particular group of customers as $115 
million over a 50-year period. 

Mr. Morris contends, on the basis of his own analysis, that the difference would 
be $257 million. 

In his analysis, Mr. Morris has increased the Secretary’s estimate by $142 
million by— 

1. Increasing the amounts of Trinity power estimated to be available to 
the selected preference agencies under all-Federal development ; 

2. Applying a different contract rate than that used by the Secretary for 
the sale of company power to the Sacramento Municipal Utility District, 
the largest purchaser of the power in question; 

8. Applying a ratchet provision to the rates for company power sold to 
the preference agencies; and 

4. Applying to P. G. & E. rates an increase granted by the California 
Public Utilities Commission since the Secretary submitted his estimate. 

Mr. Morris, in applying these changes to the Secretary’s estimate, has erred 
in every respect but one. His only valid point is that P. G. & E. rates have been 
increased since the Secretary made his estimate. 

Mr. Morris, in his analysis, has— 

1. Overestimated the amount of Federal Trinity power available for 
preference agencies ; 

2. Applied the wrong contract and rate to power assumed to be purchased 
by the Sacramento Municipal Utility District from the Pacific Gas & Electric 
Co. ; and 
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3. Misapplied the ratchet provision to P. G. & E. rates. 
The Morris analysis is wrong in basic assumptions, wrong in application of 
these assumptions, and therefore wrong in the resulting claim that the additional 
cost to preference agencies would be $257 million. 


; 1. OVERESTIMATE OF AVAILABLE POWER 
Morris 
Mr. Morris’ “first and major” criticism of the Secretary’s estimate is that the 
Secretary failed to assume the sale to preference agencies of the full amount of 
Trinity power. The Secretary assumed the sale of 250,000 kilowatts and 935 
million kilowatt-hours per year, while Mr. Morris, on the basis of his analysis, 
says there is sufficient capacity and energy to support 330,000 kilowatts and 1,350 
million kilowatt-hours. 
The facts 

Capacity.—Mr. Morris correctly stated that the Secretary’s studies show, with 
Trinity added, ‘‘a total of 730,000 kilowatts of CVP power to be firm under the 
existing PG&E-USBR firming agreement.” Subtracting the 400,000 kilowatts 
of CVP firm power which the Secretary estimates would be available with 
partnership development of Trinity, Mr. Morris claims that 330,000 kilowatts of 
Trinity power should be sold to preference agencies, instead of 250,000 kilowatts 
to preference customers and 80,000 kilowatts to the P. G. & E. as recommended by 
the Secretary. 

Although Mr. Morris quoted from the Secretary’s 1957 report entitled, “A 
Report on Plan of Development, Trinity River Division, Central Valley Project,” 
on another subject, he ignores the statement in that report that 80,000 kilowatts 
would be made available “suitable for Pacific Gas & Electric Co. use.” 

The Secretary classed this capacity as suitable only for P. G. & E. use. It 
would not be suitable for preference customer use. There are at least two reasons 
to support this conclusion : 

1. The capacity is assumed to be firm, as noted above, under the existing firming 
agreement with P. G. & E. The existing contract permits the establishment of 
project dependable capacity of the existing Central Valley project on the 1930-33 
dry period, rather than the more adverse 1928-34 dry period normally used in 
establishing the dependable capacity of northern California hydroelectric plants. 

The area could not take the risk that, in addition to existing CVP capacity, 
a second large block of power capacity, such as that proposed for Federal Trinity, 
would not be available because of the failure of water supply which would result 
with the reeurrence of historical 1928-34 runoff. If this dry period occurred, 
the 80,000 kilowatts would not be available in the area, and it is obvious that 
this amount could not be classed or sold as dependable capacity to preference 
customers. 

2. Insufficient energy would be produced by Federal Trinity plants to enable 
the additional 80,000 kilowatts to meet preference customers requirements. 
Moreover, there would not be sufficient energy available in the so-called bank 
account under the existing PG&E-USBR contract for the Bureau to support the 
sale to preference customers. Based on the loads which Mr. Morris claims could 
be served, support energy requirements would drain the bank account by about 
1990. There is no provision in the existing contract which would allow the 
Bureau to purchase energy, other than bank account energy, from the company. 
On the other hand, the capacity could be sold to the company even though there 
would be no energy (on a net basis) accompanying it. The revenue to the project 
under this arrangement would exceed the net revenue which could be received 
from preference agencies after allowance for cost of support energy, even assum- 
ing that such support would be available from the bank account. 

Energy.—First, Mr. Morris alleges that the Secretary sells only 935 million 
kilowatt-hours to preference agencies “when his own 1957 report * * * shows 
1,061 million kilowatt-hours available annually.” 

This statement clearly shows that Mr. Morris is unfamiliar with the subject 
of his analysis. The figure of 1,061 million kilowatt-hours is the difference in 
available firm and nonfirm energy between the Central Valley project including 
all-Federal Trinity and the existing Central Valley project. It has no bearing 
on the difference in available firm energy between all-Federal Trinity and part- 
nership Trinity which are the projects under comparison in Mr. Morris’ anal- 
ysis. The existing Central Valley project itself will produce additional energy 
under partnership as well as under all-Federal Trinity development. The true 
difference, as shown in the Secretary’s tables (exhibit 7-3, p. 44 and exhibit 
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7-5, p. 46, Committee Print 13, which Mr. Morris referred to in an attempt to 
establish other points, but ignored in this case), is 970 million kilowatt-hours. 
This is only 35 million kilowatt-hours more than the Secretary allocated for 
sale to preference agencies—an exceedingly slim reserve margin of less than 
4 percent to cover variations in the large assumed customer load of 935 million 
kilowatt-hours. 

Secondly, Mr. Morris attempts to show that there is a very large amount of 
energy available in the bank account for the purchase by the Bureau to support 
his larger assumed sale of 1,329 million kilowatt-hours to preference customers. 
Here again, Mr. Morris seems to be unaware of the facts. As discussed under 
“Capacity” above, the purchase of firming energy to support the preference load 
advocated by Mr. Morris would completely exhaust the bank account provided 
in the existing contract about midway in the 50-year period under analysis. 
Moreover, the contract upon which the Secretary’s study was based contains no 
provision for purchase of additional energy. 

Thirdly, Mr. Morris, by using a P. G. & E. study of the operation of company 
Trinity powerplants as a basis and then applying revisions (noted below). 
arrives at the conclusion that the Federal Trinity plants could serve, with 
support, a preference agency load of 1,329 million kilowatt-hours from a sup- 
ported supply of 1,350 million kilowatt-hours instead of the 935 million kilo- 
watt-hours load which the Secretary would serve from a supported supply of 
970 million kilowatt-hours. 

Mr. Morris’ estimate of supply of 1,350 million kilowatt-hours is incorrect 
because— 

1. Morris used a P. G. & E. study of partnership operation as a basis 
instead of the Department’s all-Federal plant operation: 
2. Even assuming it to be proper to use the company study, he has— 

(a) Incorrectly determined the average output of company partner- 
ship plants; 

(b) Neglected to apply factors for outages to the output of company 
partnership plants; 

(c) Inereased his estimate of output by an arbitrary adjustment on 
the basis of a 50-year period runoff being wetter than the 20-year 
runoff period used in the company study. He used such adjusted out- 
put for all-Federal plants without applying a similar adjustment to 
the output of partnership plants which would increase the revenue from 
falling water payments under joint development ; 

(d) Further adjusted the output of Federal plants by improperly 
adding the additional output which would be produced at the Keswick 
plant from Trinity water; this additional energy would be generated 
under all-Federal or joint development of Trinity and would be avail- 
able for sale to preference agencies in either case and therefore has no 
place in a comparison between all-Federal Trinity and joint develop- 
ment of Trinity: 

(e) Assumed that all energy produced is firm energy and thereby 
ignored the fact that a considerable amount of the energy would be non- 
firm energy which the preference customers could not use: 

(f) Underestimated by a substantial amount of purchases from the 
bank account to support the preference load he assumes wonld be 
served. Properly estimated, the support purchases would result in 
draining the bank account by about 1990. 

In view of the foregoing, it is clear that estimates of capacity and energy by 
Mr. Morris are far from correct and the results of his analysis are therefore 
incorrect. 

2. WRONG RATE APPLIED TO SMUD PURCHASES 
Morris 

Mr. Morris’ second major change in the Secretary’s estimates is the applica- 
tion of a rate in an existing PG&E-SMUD contract to the assumed purchase 
by SMUD of power from the company. By this device, the Morris analysis 
would add $58 million to the cost of power to SMUD as esimated by the Sec- 
retary. 

The facts 

As a basis for his cost to SMUD under company rates, Mr. Morris used the 
rates in an existing PG&E-SMUD contract for firming and standby of SMUD’s 
upper American River hydroelectric development. This contract was designed 
to provide for this special service and the rates do not in any way apply to the 
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sale of a block of firm power. Mr. Morris ignores the fact that the company, by 
letter dated November 4, 1957, offered SMUD a contract for the sale of a large 
block of firm power, which is the type of power for which the Secretary has 
made cost estimates, at a rate equivalent to the company’s standard resale rate 
less 9 percent. As Mr. Morris notes in his statement, this rate would be much 
lower than the rate he assumed in his analysis. It is obvious that SMUD would 
buy power under the resale rate for this large block of firm power, rather than 
under the higher rate of the existing steam standby contract, and that the 
higher rate, therefore, should not have been used in Mr. Morris’ analysis. 

Mr. Morris assumes from the CPUC letter to Congressman Engle (p. 77, Com- 
mittee Print No. 13) that the company’s R rate less 9 percent would not be 
available to SMUD. This letter states that the rate in question is not available 
to SMUD at the present time. However, a careful reading of the letter discloses 
that any revisions could be referred to the CPUC for authorization. As a mat- 
ter of fact, SMUD bought power from the P. G. & E. under a similar rate be- 
tween 1947 and 1951 (p. 51, Committee Print 13). This rate was approved by 
the California Public Utilities Commission at that time and there is no reason 
to believe that the commission would not again approve such a rate. 

Mr. Morris makes the claim that schedule R would not be available to SMUD 
because the schedule states that it is applicable to resale agencies which “take 
their entire electric energy supply from the company.” He ignores the P. G. & E. 
letter offer of November 4, 1957, to SMUD and the fact that the P. G. & E. in an 
enclosure to a letter dated October 21, 1957, to the chairman of the Committee 
on Interior and Insular Affairs declared that provision would be made in sched- 
ule R for the sale of a block of firm power to SMUD in addition to the 290,000 
kilowatts SMUD purchases from the Bureau (p. 52, Committee Print 13). 


3. RATCHET PROVISION MISAPPLIED 
Morris 

Mr. Morris states that the Secretary has failed to apply ratchet provisions to 
P. G. & E. rates. Application of ratchet provisions increases the Morris esti- 
mate of cost of company power to preference agencies by $9 million over the 
Secretary’s estimate. 
The facts 


The Morris analysis is obviously in error because there would be no ratchet 
provisions applied in company rates to perference customers purchasing 86.5 
percent of the capacity equivalent to the Trinity block of power. There is no 
ratchet provision in the existing Ames-P. G. & E. contract. Ratchet provisions 
are specifically excluded from the existing resale (schedule R) contracts with 
municipalities, including such cities as Palo Alto. If the Sacramento Municipal 
Utility District purchased power under schedule R, there should be no question 
that service would be provided on no less favorable terms than those presently 
provided to other municipalities. 

Even if it were not a fact that most of the power capacity would not be under 
ratchet provisions, Mr. Morris’ contention would be invalid. By using the 
average month basis for studies of comparative costs of company and CVP 
power, the Secretary eliminated the necessity of applying, on a month-by-month 
basis, ratchets, if any, on company rates and billing minimum charges, if any, 
on CVP rates. 

The Department of Interior’s letter of November 6, 1957, to the chairman of 
Interior and Insular Affairs (p. 31, Committee Print 13) covers the subject of 
the ratchet provision. The letter states: “The rate-comparison tabulations show 
estimates for average monthly conditions during a period of 50 years following 
initial rated-capacity generation at the Trinity River powerplants in about 1965. 
No attempt was made to develop the estimates in sufficient detail to predict con- 
ditions in each month for each customer. * * * The ratchet features of Pacific 
Gas & Electric Co.’s schedules A-13 and R were not applied to preparing the 
rate-comparison studies because, as stated above, month-by-month load estimates 
were not made for each customer.” 

For the same reason, the billing minimum in the Bureau rate schedules was 
not applied in computing costs under CVP rates. 

Thus, the costs of power under P. G. & E. rates and under CVP rates were 
developed by the Secretary on a comparable and equitable basis. 
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COSTS WITH SAN LUIS ADDED 
Morris 

Mr. Morris states that, with the San Luis unit added to the Central Valley 
project, the additional cost of power to preference agencies would be $192 million 
instead of the $150 million estimated by the Secretary. This increase was de- 
termined by applying the P. G. & E. rate increase and changing the rate for sale 
of company power to SMUD. 
The facts 


The comments previously made as to the application of the company rate 
increase and the use of an incorrect company contract rate apply to this claim. 
The rate increase, which was granted after the Secretary submitted his estimate, 
should be applied, but the improper use of rate for SMUD purchases of company 
power gives an erroneous result. The $192 million figure derived by Mr. Morris 
is not correct. 

POWER FOR AMES LABORATOBY 
Morris 

Mr. Morris questions the “reasonableness” of the Secretary’s assumption of 
the sale of 50,000 kilowatts of Trinity power to the Ames (NACA) laboratory, 
a Federal defense and research agency, because the difference between the CVP 
rate and the P. G. & E. rate for this power is relatively small. Mr. Morris 
“would allocate this power to other Federal agencies having normal load factors 
so as to maximize the savings (sic) to the Government. If this were done, the 
excess cost would be measurably increased.” 


COMMENT 


Another way of stating Mr. Morris’ point is that Federal power should 
not be sold to this Federal defense agency because, if sold at lower cost to 
another agency, a greater “excess cost” of power could be demonstrated. 

Mr. Morris has confused “excess costs” with “savings” and made them 
Synonymous. If it is desired to obtain maximum savings from the Trinity 
project, SMUD’s allocation of Trinity power, for which the Government would 
receive 4 mills per kilowatt-hour, should be reassigned to other preference agen- 


cies which would pay a price more nearly in line with the 8.9-mill cost of 
Trinity power. 


ESTIMATED SURPLUSES 


Although not discussed nor explained in his statement, Mr. Morris submitted 
a set of three tables to the committee as part of his presentation. Table 2 of 
this set lists Central Valley project surpluses at the year 2013 under various 
assumptions, and includes several estimates computed by Mr. Morris. Mr. Mor- 
ris’ figures indicate little or no increase in surpluses under joint development 
and substantial increases under all-Federal development, which in every case 
results in a decrease in estimates of additional net revenue from joint develop- 
ment. Table 3 then compares the table 2 estimates of additional net revenue 
from joint development with the Morris-derived estimates of additional cost to 
preference customers. 

Inasmuch as these estimates by Mr. Morris are based upon the same erroneous 
data and methods, they are no more reliable than the previously discussed Mor- 
ris estimate of $257 million for added cost of power to preference agencies. For 
example, as pointed out earlier, Mr. Morris has increased the revenues under 
all-Federal development by the use of a wetter 50-year period of water supply, 
rather than a drier 20-year period, to show greater power production by Federal 
Trinity plants, but he neglected to apply this same adjustment to increase the 
revenues from sales of falling water from P. G. & E. Trinity plants. The appli- 
ation of this one correction alone would radically change the results set forth on 
Mr. Morris’ tables. 

COST OF FEDERAL TRINITY POWER 


During the course of his testimony, Mr. Morris was questioned as to his 
estimate of the cost of production of firm commercial energy from Federal 
Trinity plants based on current costs, compared to the cost of 7.3 mills per 
kilowatt-hour reported at page 100 of the 1955 Senate hearings on the Trinity 
project. 
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Based on the method and figures adopted by Mr. Morris, the amounts of firm 
and nonfirm commercial energy produced annually by Federal Trinity plants 
would be as follows: 


Million 
kilowatt-hours 
Trinity plant generation (from P. G. & E. 20-year study) __----------__ 1248 
Adjustment to 50-year water supply period__.__-.--__-_---___---_--_- +104 
Generation at Keswick from Trinity water__.__.........--__--___--___ +60 
I retin oe ged seein penta einen tcaeiboe ane eal n —153 


Project operation use 


a a een rcacoas unre machinery oeeeneeitenciesoees 
Nonfirm Trinity energy (from P. G. & E. study accepted by Mr. Morris) —- 


Firm Trinity energy 


Based on the current annual cost of Federal Trinity power facilities of 
$8,616,000, the cost of per kilowatt-hour under Mr. Morris’ method and assump- 
tions would be: 


All commercial energy : 
$8,616,000 
= 73 mills per kilowatt-hour 
1,183 million kilowatt-hours I 
Firm commercial energy : 
$8,616,000 


—___—________ —-9 § mills per kilowatt-hour 
896 million kilowatt-hours I 


Based on the annual cost of Federal Trinity power facilities of $7,811,000 
as given in the 1955 Senate hearings, the cost per kilwatt-hour would be: 

Firm commercial energy : 
$7,811,000 


_ = 8.7 mills per kilowatt-hour 
896 million kilowatt-hours ; I y 


STATEMENT OF ANDREW J. BIEMILLER, Drrector, AFL-CIO LEGISLATIVE 
DEPARTMENT 


My name is Andrew J. Biemiller. I am director of the legislative department 
of the American Federation of Labor and Congress of Industrial Organizations. 
I am appearing today in opposition to the proposed bills, H. R. 6997, H. R. 7407, 
and H. R. 10005. 

The union members from the Central Valley in the State of California are 
interested intensely in the Trinity River project and have expressed their wishes 
in no uncertain terms. 

I read to you resolution No. 14 which was adopted by the California State 
Federation of Labor at their 55th convention, held in Oakland, Calif., during 
the month of September 1957: 


“RESOLUTION No. 14 
“Oppose P. G. & E. ‘Partnership’ Program at Trinity River Dam 


“Whereas it has been the policy of the United States Government, when it is 
found necessary to build dams for flood-control and irrigation purposes, to 
develop the electrical energy at these dams and distribute the power to give the 
users the lowest rate possible, with municipal power systems, irrigation districts, 
and other nonprofit organizations being given preference in buying the electrical 
energy ; and 

“Whereas the AFL-CIO and the California State Federation of Labor have 
always been among the most ardent supporters of this policy; and 

“Whereas the United States Government is now constructing, on the Trinity 
River in California, an immense dam costing hundreds of millions of dollars, 
which when completed, will become a unit of the Central Valley project; and 

“Whereas the present administration in Washington is proposing another 
‘giveaway’ to the power trust, this time in a so-called partnership program, 
whereby the Pacific Gas & Electric Co. would be allowed to develop the electrical 
energy at the Trinity River Dam: Therefore be it 

“Resolved, That the 55th convention of the California State Federation of 
Labor do again declare ourselves as believing in the policy of the Federal Govern- 














rm 


) 











TRINITY POWER FACILITIES 343 


ment, where it builds dams, to develop and distribute the electrical energy, so 
that all the people in the area served will benefit from the low rates for elec- 
tricity ; and be it further 

“Resolved, That we do everything in our power to stop this proposed grab of 
our natural resources by a giant corporation, and that we request the AFL-CIO 
to join us in this fight to save the people from this threatened loss of one of 
their few remaining natural resources.” 

I have been advised that the California State Industrial Union Council sup- 
ports this position wholeheartedly. The two organizations represent approxi- 
mately 1% million organized workers in this great State. 

In addition, the American Federation of State, County, and Municipal Em- 
ployees have requested that I voice their opposition to the so-called partnership 
bills, and to these bills in particular. We are of course pleased to join our 
affiliates in urging the defeat of H. R. 6997, H. R. 7407, and H. R. 10005. 

Mr. Chairman, the Trinity River Dam is the next logical step in the develop- 
ment of the water resources of the Central Valley project. We regard construc- 
tion, operation, and maintenance of the power facilities as an integral part of 
the overall development program. 

The AFL-CIO had at its very first convention given serious thought and 
deliberation to our Nation’s resource and power program. Speaking of develop- 
ment of our large river basins, the convention said: 

“Only the Federal Government can provide effective leadership to develop our 
large river basins, and only the Federal Government can provide for the multi- 
purpose planning that can bring the maximum flood control, power, navigation, 
recreation, and irrigation which so many of our river basin areas need.” 

I submit that the Central Valley is precisely the kind of project that the 
AFL-CIO was talking about. 

Mr. Chairman, I believe that the above resolutions need no qualifying remarks. 
I know that this subcommittee has had a rather busy week of hearings and not 
wishing to take any more of your time, I want to close with my sincere thanks 
and appreciation for allowing me the opportunity to express our thoughts on 
the proposed legislation. 


STATEMENT PRESENTED BY GEORGE SEHLMEYER, MASTER OF CALIFORNIA 
STATE GRANGE 


During the 1957 California State Grange convention held in Paso Robles, 
Calif., October 15 to 18, inclusive, the delegates by almost a unanimous vote, 
again adopted a resolution opposing the so-called partnership program for the 
Trinity River project. 

California State Grange conventions are made up of delegates coming from 
local and county granges throughout the State. These delegates carefully 
consider resolutions presented from granges within California. 

California State Grange has long been active in water conservation and 
power development in California. It has consistently supported, where there 
is a multiple-purpose project, both the water conservation and the power 
facilities should be constructed and operated as an integrated project. To 
allow the Pacific Gas & Electric Co. to construct the power facilities on the 
Trinity project, would not be in accord with the long-established policy of 
having the Federal Government construct the power facilities. This so-called 
partnership program would not be in the best interests of the areas served. 

When projects are constructed by public funds, the water impounded should 
be as widely and equitably distributed as possible. The power developed both 
for the needs of the operation of the project, and the distribution to preference- 
clause agencies, and all other power outlets, should be under the control of 
the Bureau of Reclamation. To allow a private utility to gain almost a complete 
monopoly of the development and distribution of electric energy in the northern 
part of California is not in the interest of and might prove harmful to the best 
economic interests of the entire area. 

Apparently some of the proponents of the so-called partnership program 
are of the opinion if the Pacific Gas & Electric Co. is allowed to construct 
the power facilities of the Trinity project, the taxes they pay will prove very 
beneficial. However, it should be remembered under California law, a private 
utility is allowed to include in the rates charged consumers, the taxes they 
pay to Government agencies. Therefore, in the final analysis, the taxes are 
paid by the power users and not by the utility. Likewise, under California 
law, A company such as the Pacific Gas & Electric Co. can searcely be con- 
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sidered private enterprise ; they are a protected monopoly, and no other company 
ean enter the same field in competition with their operations. Therefore, in 
the question of taxation, the company does not pay these taxes out of the profits, 
but are collecting from the users. A United States Senator gave this apt 
illustration of the partnership program, that he and another man were going 
into partnership in a department store. He would give his partner the esca- 
lators, the restrooms, and such other facilities, and he would take the cash 
register. This is typical of what would happen in the so-called partnership 
program. The power company would have the cash register. 

The figures submitted by the Secretary of the Interior on the cost of con- 
struction of the Trinity River project power facilities have apparently been 
successfully challenged. The overall cost of these facilities, if constructed by 
the Bureau of Reclamation, would apaprently be lower, and most important, 
the power generated would be used in the interest of the consumers and not 
alone for private gain. 

In the interest of the areas which the power facilities on the Trinity project 
will serve the best interest of the Federal Government, and the coordinated 
and integrated construction of this important project, we most respectfully 
request this committee reject the measure providing for a partnership program, 


but the power-development facilities on the Trinity project be constructed by 
the Federal Government. 





STATEMENT OF CLYDE T. ELLis, GENERAL MANAGER, NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION, RE: H. R. 6997, ET AL., TO AUTHORIZE THE DEPART- 
MENT OF THE INTERIOR TO ENTER INTO ConTRACTS WITH PaciFic GAs & ELEc- 


Tric Co. FoR SALE OF FALLING WATER FROM THE FEDERAL TRINITY PROJECT IN 
CALIFORNIA 


Mr. Chairman and members of the committee, on behalf of the more than 
900 member systems of the National Rural Electric Cooperative Association, 
representing more than 3.5 million rural establishments in 42 States of the 
Union including California, I wish to present for the record, the strongest 
possible opposition to H. R. 6997 and kindred legislation now being considered 
by this subcommittee. If it had not been that our national association was 
holding its annual meeting of members at Dallas, I would have been on hand 
in person to present this statement before you. 

We see in the legislative proposals before you, a major threat to the con- 
tinuance of our national power policies dating back to 50 years ago when Presi- 
dent Theodore Roosevelt called together his governors conference which began 
the conservation age in our country. 

First of all, I want to say that this so-called partnership proposal is a funda- 
mental departure from:a national power policy that has been in effect for half 
a century. This change in policy will affect not only the Central Valley of 
California, but every river basin where there is a multiple-purpose power proj- 
ect being contemplated or proposed for construction by the Bureau of 
Reclamation. 

The precedent of a partnership Trinity project, moreover, is an across-the- 
board attack on the public body preference clause. The results will be felt 
everywhere in the Nation. For that reason it is an attack directed at the more 
than 400 rural electric cooperatives and power districts which now obtain all 
or part of their supply of power from Federal power dams. 

There can be no denying that Secretary Seaton’s proposal, now before you in 
the form of authorizing legislation, is a violation of the preference provisions in 
the Central Valley Project Act. In his letter to the Congress containing the 
Trinity partnership proposal and dated February 12, 1956, the Secretary wrote: 

“T am not unmindful of the fact that acceptance of the company’s (P. G. 
& FE.) proposal would render it impossible to comply with two of the 
restrictions contained in the act. The first of these is the provision which re- 
quires that contracts for the sale and delivery of the additional electric energy 
available from the Central Valley project power system as a result of the con- 
struction of the plants authorized and their integration with that system shall 
be made in accordance with preference expressed in the Federal reclamation 
laws. The second of these is the requirement that a first preference be given 
to preference customers in Trinity County. Calif.. to the extent of 25 percent 
of the additional energy added to the Central Valley project as a result of 
construction of the Trinity River division. Since joint development of the 
Trinity resource would add no energy to the Central Valley project power sys- 


tem, ¢ 
amen 
there 
menti 
An 
a5 
pealil 
away 
atten 
He 
fund 
Miss 
The 
con} 
on I 
in tl 
7 
any 
trar 
194 
S 
out 
& FE 


TRINITY POWER FACILITIES 345 


tem, except to the extent that the company provides support under its proposed 
amendments to the existing sales and interchange contract, it appears that 
there would be no power from which to satisfy either of the two restrictions 
mentioned.” 

Another way of stating this involved paragraph is simply this: 

“Interior and this administration have decided that the best way of re- 
pealing the preference clause generally is not to try to pass legislation doing 
away with it, but to rub it out a little at a time so as not to attract too much 
attention.” 

Here again, the Secretary of Interior is administratively trying to rewrite 
fundamental power policy as he and his colleagues have attempted to do in the 
Missouri Basin, in the Pacific Northwest, in the Southwest and the Southeast. 
The Secretary, in making the Trinity partnership proposal to Congress, has 
completely ignored the 1955 report on the Trinity bill of the Senate Committee 
on Interior and Insular Affairs, which addressed itself to the preference clause 
in this manner: 

“The proviso is in no sense to be understood as an authorization waiver in 
any negotiations for the sale of falling water, any preference in the sale of 
transmission of power as expressed in section 5 of the Flood Control Act of 
1944, in the Reclamation Project Act of 1939, or in any other law.” 

Senator Thomas H. Kuchel of California, who has consistently opposed this 
outrageous partnership scheme of the administration and the giant Pacific Gas 
& Electric monopoly, made plain the intent of the Senate that it desired. 

“* * * to preserve inviolate the preference clause sections of the reclamation 
laws, and to indicate that the study by the Secretary was not to be interpreted 
as approving any departure from the traditional policy which Theodore Roose- 
velt’s administration laid down.” 

The chairman of your own Interior and Insular Affairs Committee, Hon. Clair 
Engle, has seen the implications of the administration’s attempt to subvert pref- 
erence at Trinity. Last fall he met the issue head-on when he forecast a tremen- 
dous fight over whether Trinity power will be controlled by the people or by 
monopoly. Chairman Engle said: 

“* * * Trinity ‘partnership’ represents a change in the basic law. It will 
be a bellwether to determine whether an entirely new power policy is to prevail 
in this country.” 

Every Republican on this committee who glories in the memory of the great 
achievements in conservation carried forward by Theodore Roosevelt this 50th 
anniversary of his governors conference, is conscious, I am sure, of what he said 
about “partnership” of the kind proposed in the legislation now before you. 
He said, in 1903, that whenever the Government builds a dam “* * * there isa 
waterfall of great value”. 

“It does not seem right or just,” Teddy Roosevelt wrote, “that this element 
of local value should be given away to private individuals of the vicinity, and 
at the same time the people of the whole country be taxed for the local improve- 
ment”. 

This is exactly what the administration and P. G. & E. are proposing at Trin- 
ity. They would give away a tremendous source of benefit and revenue to a 
single corporation which would then control and turn to its own profit this great 
resource. There would be little regard for the public interest in full develop- 
ment and the multiple-purpose good that the record has shown to be possible. 
History tells us what can be derived locally, regionally and nationally from such 
great public works when they are dedicated to the people of the United States 
of America. 

I would like you to consider the kind of precedent that would be set for new 
reclamation projects with power facilities by this ingenious and dangerous 
legislation. 

There could be an effort to amend the Colorado River Storage Project Act 
while the Bureau is still constructing Glen Canyon and Flaming Gorge Dams, so 
as to enable the Bureau to enter into contracts with one or a combination of 
Rocky Mountain private electric utilities to buy the falling water from these 
dams, just as is now contemplated at Trinity. The specious excuse, possessing 
a certain amount of surface plausibility, would be that more revenues from sale 
of falling water to the utilities would mean more money available for future 
irrigation of some of the marginal projects in this development. 

The result would be that the price of power would go up. The approximately 
60 rural electric cooperatives in Colorado, Utah, New Mexico, and Wyoming 
which would otherwise have been able to buy power at about 7 mills would con- 
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tinue to buy power from the utilities for future needs at about 10 to 13 mills, 
and would be at the mercy of the companies for additional power in years to 
come. This would be the first step toward liquidation of the rural electric co- 
operatives in the Rocky Mountain area. It is part of the general administration- 
power company strategy of the past 5 years. 

On the Middle Snake River, if either the Hells Canyon or Pleasant Valley 
project is authorized by Congress for the Bureau of Reclamation to build, the 
same offer would be made to Idaho Power or the four-company Pacific Northwest 
Power Co. which has just been turned out of the Pleasant Valley area by the 
Federal Power Commission. 

There are numerous other projects in the West with power facilities which 
will eventually be built by the Bureau. The Trinity precedent, if successful, 
would mean that the Federal Government is in the business of selling power for 
a profit. Gone would be the idea of selling it at the lowest cost consistent with 
the objective of getting back power investment with interest. No longer would 
cheap wholesale power go hand in hand with development of new irrigated 
lands. And nonprofit utilities would no longer be allowed first priority in pur- 
chase of Government power under longstanding preference laws of the United 
States. 

The profit will go to the electric-power monopolies. The power users and 
United States Government agencies will pay through the nose in higher rates 
if Trinity partnership becomes a new national power policy. This cannot be 
denied, nor does Secretary Seaton attempt to deny it. Gone will be balanced 
multiple-purpose development of river basins, as the nonpower uses of a river 
will be subordinated to the operations of the private-power facilities on Govern- 
ment dams. If there is anything new we should have learned since the days of 
Teddy Roosevelt, it is that isolated underdevelopment is a loss to a locality, 
State, region, and Nation, while integrated development of public river resources 
is of immense benefit from every standpoint to the economic expansion from the 
grassroots on up. 

I believe that one of the first awakenings of the people in the Central Valley 
to the results of the administration’s Trinity proposal would be that P. G. & E. 
would demand that agricultural needs, particularly during a dry season, which 
would call for rapid release of stored water behind Trinity, be subordinated to 
the needs of P. G. & E. to operate Trinity for power purposes alone. If P. G. & BE. 
released this water, the contract proposal would require a monetary penalty to 
be paid by the United States (which means every taxpayer) for doing that 
which Federal ownership and operation of the power facilities would be designed 
to carry out. 

This proposal not only does a tremendous disservice to the farmers of Cali- 
fornia whose water needs are mounting and in whose interest many of the 
Trinity project’s benefits are proposed, but it also hits every power user in the 
Central Valley and bay areas. It casts an ominous shadow far beyond this 
great State and into regions where the future existence of rural electric coop- 
eratives and other nonprofit electric utilities may be weakened by what this 
Congress does at Trinity. 

You have listened to the testimony of Mr. Samuel B. Morris, in which he 
Showed your committee what this so-called partnership proposal would cost 
preference customers—the municipalities, the rural electric cooperative, other 
nonprofit electric utilities, and installations of the United States Government, 
which include facilities of the Atomic Energy Commission, Army and Air Force 
bases, and the Navy shipyard. 

At first, Secretary Seaton in his report of February 12, 1957, admitted that, 
on the basis of his own Reclamation Commissioner’s estimates, these preference 
customers would have to pay $86 million more in 50 years, for 250,000 fewer 
available kilowatts of Trinity power sold to them by P. G. & E. under the part- 
nership arrangement than if the Federal Government installed and operated 
the power facilities at Trinity as part of the integrated Central Valley project 
system, and marketed the power under longstanding preference protections in 
the law. 

Evidently the Secretary’s slide rule was not functioning too well on his first 
estimate, for it was followed by a second one a few months later which raised 
the original extra power cost to preference customers from $86 million to $115 
million over a 50-year period. 

You have heard Mr. Morris, whose eminence in the field of power and water 
resources is beyond dispute, and who is one of the great authorities on this issue 
in California. He showed in his testimony that Secretary Seaton, even in his 
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revised estimate of how partnership would add a tremendous additional cost to 
preference purchasers of Trinity power, was grossly understating the case. 

The figures now in the record of these hearings, as presented by Mr. Morris, 
reveal that the preference customers in 50 years of Trinity partnership would 
not pay $86 million, nor $115 million more for their power purchased from 
P. G. & E., but $257 million. 

The total cost of the Trinity project would amount to about $225 million 
including the power facilities costing $55.5 million. If Pacific Gas & Electric 
constructs and operates the power facilities at this project, this means that what 
Congress is actually doing is asking the taxpayers for an outright appropriation 
for $169.5 million in order to compel our own governmental agencies to pay 
higher private power rates from the falling water purchased by P. G. & B. and 
converted into electric energy. 

It is my understanding that P. G. & E. obtained a 6-percent rate increase in 
1957. I want to ask this committee: What is there to prevent P. G. & E., once it 
seizes the power from Trinity, from getting future rate increases, affecting their 
own as well as preference customers? After all, it will have monopolized the 
power sources of northern California. 

And what is there in this legislation to force P. G. & E. to give preference and 
priority to the nonprofit utilities and agencies of our own Federal Government 
from the power it proposes to generate by installing its own power facilities at 
the Trinity project? 

The immediate motive of P. G. & E. is made plain from the testimony in the 
present hearings of Robert H. Gerdes, its vice president. Gerdes stated that 
P. G. & E. could build a steam plant that would generate power at about the 
same cost as that from the Trinity hydroplants, but that, in constructing Trinity 
instead, ‘‘a much better public benefit could be realized at no cost to the company.” 

This simply means that P. G. & E. is, indeed, attempting to seize one of the 
last remaining undeveloped power sites in this area of California in order to 
prevent preference customers of the Federal Government from obtaining priority 
in purchases of its power, and to be able to determine just how much power it 
will allot these customers at its own higher rates. 

The nonprofit utilities in this region, by having access to Central Valley project 
power, have been able to charge lower rates to their many thousands of custom- 
ers. This has been a real deterrent to 'the giant P. G. & E.’s hopes. Naturally 
it would like to be free from the yardstick competition which has kept electrical 
rates from going up excessively. 

Low cost and abundant power from reclamation projects in the West has 
gone hand-in-hand with the irrigation of arid lands. This is the first time that 
an administration has seriously proposed to saddle high-cost power to irrigation. 
It goes against national policy and hurts the economy of the region as well, 
because electricity is a basic ingredient of our daily lives at home, on the farm, 
and in the factory. It must be sold at the lowest possible rates. I submit that, 
if the administration wants to carry its proposal to its ultimate logic, it should 
charge P. G. & E. more for the falling water than it now proposes to do and get 
that much more revenue in. 

But selling power to the highest bidder can undermine the effects of a proven 
national policy. This policy demonstrated to the power companies of America 
that they could sell more power at less cost and still make a profit. This Nation 
eannot afford to aid and abet higher power costs. A dangerous entering wedge to 
achieve this aim is embodied in the Trinity proposals of the Eisenhower adminis- 
tration. 

Now, I would like to say this to you who have the responsibility for acting on 
behalf of the interests of the people in connection with public-water resources. 
What kind of a partner are we teaming up with? Usually, when the United 
States receives an offer by a private corporation to enter into a partnership 
arrangement, sound business judgment calls for an evaluation of whether this 
corporation would be the proper kind of partner to have. 

Let us examine Pacific Gas & Electric Co., which wants badly to become the 
dominant partner of 172 million people in the development of the Trinity power 
resource : 

1. This Wall Street-controlled, cost-plus-profit utility is the second largest, if 
not the largest, electric company in the United States and has gobbled up one 
company after another in this region. Its next mouthful will be the nonprofit 
utilities, if this legislation becomes law. 

2. Pacific Gas & Electric has received rapid tax amortization certificates which, 
in the 3314-year lifetime of the facilities covered by these certificates, will result 
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in $267.9 million in subsidies from the interest-rate Government loans invested 
into the utility’s plant at 6-percent return annually on its total investment. 

In addition, under section 167 of the 1954 amendment to the Internal Revenue 
Code, new facilities added by P. G. & E. through 1956 will allow it a subsidy 
of $28.1 million by adopting liberalized depreciation allowed by this amended 
section of the code. 

Thus P. G. & E., which in the words of its vice president before your com- 
mittee, complains about Federal Trinity power being sold “to a favored few at 
subsidized and tax-free rates,” is receiving interest free loans from the American 
people which will net it $296.1 million over the lifetime of these facilities, more 
than any other electric utility in the country—and $71 million more than the total 
capital cost of an all Federal Trinity project. 

But the story on rapid tax amortization and liberalized depreciation is only 
half told in the interest-free loan subsidy accruing to P. G. & E. The taxes 
which are not paid by the utility during the rapid depreciation periods must 
be replaced by the United States Government borrowing money. This means 
that for 3314 years every taxpayer in the land kicks in to pay interest on the 
taxes P. G. & FE. escapes. 

Pacific Gas & Electric will cost every American taxpayer $126 million in 3314 
years for this very reason. Of this total, $94.5 million is to cover taxes not paid 
during the rapid depreciation of P. G. & E.’s facilities covered by rapid tax 
amortization under section 168 of the Internal Revenue Code as amended in 
1954. A total of $31.5 million in additional taxes to pay interest on those P. G. & 
E. doesn’t pay are charged to every taxpayer on facilities depreciated by this 
utility under section 167 of the amended Internal Revenue Code of 1954. 

Does the United States want a partner which has already obtained subsidies 
worth $296 million from previous business dealings, and, in addition, is respon- 
sible for $126 million more expenses to pay interest on money borrowed to cover 
tax losses from these previous business dealings? 

3. I would assume, in good faith, such a would-be partner of the United 
States of America would be weighed against the recent report of the Comptroller- 
yeneral of the United States, Mr. Joseph Campbell, on the Central Valley project. 

In this audit report, the Comptroller General found that the would-be partner, 
P. G. & E., is making unjustified profits in its dealings with the United States 
in its power marketing contracts with the Bureau of Reclamation. 

The report found: 

(a) That P. G. & E.’s 1-mill wheeling charge for delivering over its own lines 
Central Valley power to preference customers is “excessive” although it did not 
estimaté how much extra the company made from this toll-gate operation. 

In this connection let me quote briefly answers made to questions by staff 
counsel before Public Works and Resources Subcommittee of the Government 
Operations Committee by Mr. Gerdes, P. G. & E.’s vice president. 

Mr. Lanigan, the staff counsel, asked Mr. Gerdes: “So you actually want to go 
out and take the various companies in this area and unite them into the P. G. & 
E. system; is that right?’ 

Mr. Gerpes. “We believe the interest of the customers of the area is served 
vastly greater by having a single integrated system of serving the area rather 
than a lot of separate companies.” 

This partner has a record of devouring every competing company it could 
in the central California and bay area—monopoly in the guise of efficiency. 
The preference customers are next on the list—the only barrier between P. G. & 
E. and complete electric utility monopoly in this great and populous region. 
Do the people of the United States, through their National Government, want to 
go into partnership with such a business? 

(b) During calendar 1956, P. G. & E. made an extra $963,000 from excess 
dependable capacity from the Central Valley project because while it is naying 
for only 45,000 kilowatts of such capacity, it lists this capacity at 518,000 kilo- 
watts in its latest report to the Federal Power Commission. 

(c) There is a ratchet provision in the Bureau-P. G. & E. contract which 
credits P. G. & EF. with “the maximum simultaneous capacity demand” of prefer- 
ence customers. This results in “an element of free dependable capacity” which 
in 1956 was worth more than $317,000 to the company. 

(d@) Although no monetary gain is computed, the audit report found that line 
losses are adjusted on power delivered by the Government to the company at 
the Bureau’s load center at Tracy, Calif., although large amounts of Government 
power are actually delivered at Cottonwood substation, and the adjustment for 
energy delivered at Cottonwood is inequitable to the United States. 
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(e) When the Government paid P. G. & E. $108,000 for a power load which 
did not develop at a Federal laboratory (Ames Aeronautical) in northern Cali- 
fornia, P. G. & E. has paid back the Government only $6,700 of the $108,000. 

(f) The Bureau itself, representing all of us in such contracts, is criticized 
for not having established “specific and written criteria which provide for 
standardized consistent allocations of Central Valley project dependable capacity 
to existing and potential preference customers”. The report added that at the 
end of 1956 some 117,000 kilowatts of such capacity was available for allocation 
to preference customers, and that several of them were asking the Bureau for 
power. 

4. In checking the references of a would-be partner, in this case P. G. & E, the 
United States should look into its operations in its own area. I recommend 
most strongly that every member on this committee study the findings in the 
13th Intermediate Report of the Committee on Government Operations (H. Rept. 
No. 1975) published in 1956, and the 18th Intermediate Report of this same com- 
mittee (H. Rept. No. 2279) also published in 1956. 

You have heard testimony from mayors of California municipalities owning 
their own electric utility systems warning about what can and probably will 
happen if this legislation becomes law. These municipalities have had a long 
and bitter experience in dealing with P. G. & E. just as the Bureau of Reclama- 
tion has had. 

P. G. & E. refused to wheel power from Shasta Dam to preference customers 
in the Central Valley until after the Department of the Interior promulgated 
regulations forcing utilities with lines passing over Government-owned land to 
do so. 

The 13th Intermediate Report of the Government Operations Committee 
sketched the history of P. G. & E.’s history of trying to prevent Government 
power from reaching the preference customers for which it was intended. 

The report brought out that when the Interior Department canceled the wheel- 
ing regulation on August 11, 1954, and published a new regulation which no 
longer makes wheeling mandatory if there is unused capacity on a private utility 
line sufficient to carry the electric energy across public domain from a Federal 
powerplant to the load center of a preference customer. 

The new regulations were put into effect by this administration without notice, 
consultation with, or clearance by the agencies of the Department concerned, 
or as I testified before this subcommittee, any consultation with or notice to 
the rural electric cooperatives involved. There was no press notice publicizing 
the changes in the former regulation. 

The report finds that these changes result in new policies “designed to subvert 
the Federal laws set up to give preference to rural electric cooperatives and 
public agencies in the marketing of power generated at Federal dams.” 

How were these changes effected? P. G. & E. and Idaho Power were leaders 
among the western power companies which attempted to control the power from 
Federal dams, if they were built, or prevent them being built. The report con- 
cludes that the new regulation was basically, and verbatim in some of the most 
important sections, the work of these two companies. 

Idaho Power drew up the suggested changes, which were prepared in its of- 
fice, and Herman Kruse, P. G. & E. lobbyist slipped them into the high echelons 
of Interior as an “anonymous document,” delivered personally by Kruse to the 
then Solicitor and Former Under Secretary of the Interior Clarence A. Davis. 

The report also concludes that—“In his memorandum urging the changes in 
the regulations, Solicitor Davis clearly implied that the wheeling regulation was 
illegal” and “that the actions taken by the top Interior Department officials and 
the manner in which the changes in the regulations were accomplished demon- 
strates that further legislation is needed to assure that congressional intent is 
carried out.” 

The mayor of Santa Clara told this subcommittee that since 1955 P. G. & E.’s 
wholesale rate to cities has gone up nearly 40 percent, and part of this raise has 
been due to inability of these municipalities to obtain Central Valley power. 
The mayor of Roseville told you how P. G. & FE. had refused to wheel Central 
Valley power to that city since the first attempts to obtain it began in 1945. 
Instead, the power to which Roseville was entitled by law, went into the 
P. G. & E. system. 

If it had not been for the efforts of the Public Works and Resources Subcom- 


mittee, the “tiny fraction” of Central Valley power Roseville did finally obtain, 
probably never would have been. 





350 TRINITY POWER FACILITIES 


The 18th Intermediate Report of the Public Works and Resources Subcom- 
mittee points out that: “In the Central Valley of California, the influence of the 
dominant Pacific Gas & Electric Co., was sufficient to disrupt the effective carry- 
ing out of the preference provision, although not before it had demonstrated the 
effectiveness of public competition in reducing the cost of power supply to small 
municipal electric systems.” 

The report sketches how P. G. & E. has successfully blocked appropriations 
for Federal transmission lines to carry Centra Valley power, and for an Inte- 
rior steam plant to firm up hydropower, refusing to wheel power to customers 
unless accompanied by 5-year contracts at special incentive rates, and then re- 
newing them in the face of a general rate increase of 18.5 percent. Then the 
Bureau informed them that the Central Valley firm power was all committed, 
leaving them facing a 28-percent increase in rates “Because the competitive in- 
fluence of Federal power supply had been removed.” 

So this is the kind of “partner” that wants to team up with the United States 
Government against the people. I urge that this committee reject the P. G. & E. 
administration scheme. It simply means more monopoly, higher rates and— 
even more important—it means subversion of 50 vears old antimonopoly power 
policy written into the Reclamation Act, the Central Valley and Trinity Acts. 

The effect on the rural electric systems of California by permitting the Pacifie 
Gas & Electric Co. to control the hydroelectric output of the Trinity project will 
be immediately and substantially adverse. 

The present “yardstick effect” of Federal power development and the direct 
availability of Federal power to one of the cooperatives in California results in 
substantially lower wholesale power costs in the northern portion of the State. 

At the present time, the Surprise Valley Electric Cooperative at Alturas, 
Calif., which lies within transmission distance of the Bonneville Power 
Administration and the Central Valley project areas, purchases wholesale power 
at 6.5 mills from the California-Oregon Power Co. Somewhat further south the 
Plumas Sierra Rural Electric Cooperative area at Fortola, Calif., which is served 
by the Bureau of Reclamation, purchases wholesale power at 4.6 mills. 

The contrast between the rates paid by these two cooperatives and the rates 
paid for wholesale energy by the two cooperatives located in southern Califor- 
nia, one at Anza and one at Campo, is most significant. Anza Electric Coopera- 
tive purchases its wholesale electric energy from the California Electric Power 
Co. at a cost of 17.9 mills and the Mountain Empire Electric Cooperative at 
Campo, next to the Mexican border, pays 12.3 mills to the San Diego Gas & 
Electric Co. 

Those cooperatives, therefore, that are within the influence of Federal power 
development in California are paying for wholesale energy from one-half to 
one-third of the amount paid by those systems lying outside that influence. 

The single cooperative which purchases Federal power in California is enjoy- 
ing the lowest wholesale rate, but its commitment from the Bureau of Reclama- 
tion is already exhausted. And, although this cooperative has been negotiating 
for an additional commitment of Federal power from the Folsom and Nimbus 
powerplant additions to the Central Valley project, it now appears that what- 
ever additional commitment of Federal power is secured will be insufficient to meet 
even present loads. The limitation is partially due to the large demand for Fed- 
eral power in the area and partially due to the reluctance of the Pacific Gas & 
Electrie Co. to perform wheeling services on an equitable basis. 

If the Pacific Gas & Electric. Co. is successful in gaining control of the power 
from the Trinity project, the effect will be prejudicial to the interests of the co- 
operatives involved in three respects. 

First, there will be no additional increment of Federal power available to 
meet the demands of the single cooperative now served. Second, the bargaining 
position of the Bureau of Reclamation, in any present or subsequent attempt to 
negotiate for the delivery by Pacific Gas & Electric Co. of additional Federal 
power, would be appreciably impaired because such justifications of Federal 
transmission facilities as might be derived from the availability of Trinity 
power would be precluded. Third, the demand for Federal power would so 
overshoot the supply of it, that the yardstick effect upon the wholesale rates 
paid by the two cooperatives in the northern part of the State, which has been 
achieved by the Central Valley project, would be eliminated. 

In conclusion it must be said that this proposal is not partnership, but abro- 
gation. We of the rural electric systems of the United States urge that the legis- 
lation to carry it into effect be speedily voted down so that the Congress can 
return to the wise policy of all-Federal development at Trinity for all of the 
people. 
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EXHIBIT A 


The following resolution was adopted unanimously by the National Rural 
Electric Cooperative Association at its 16th annual meeting at Dallas, Tex., Feb- 
ruary 6, 1958: 

Whereas the electric utility industry tends to be dominated by a monopoly; and 

Whereas for 50 years the preference clauses in Federal power laws, giving 
preference to nonprofit public and cooperative electric systems have been an 
important influence in assuring the continuation of a healthy degree of com- 
petition in this vital industry ; and 

Whereas over 300 of the rural electric systems are dependent upon the 
preference clause to protect them in their right to secure power from Federal 
projects : Now, therefore, be it 

Resolved, That we reaffirm our strong support for the preference rights of non- 
profit, consumer-owned electric systems and express our unalterable opposi- 
tion to any repeal, watering down or evasion of preference; and be it further 

Resolved, That we endorse the construction of Federal, self-liquidating trans- 
mission lines wherever they are necessary to firm up power, assure low-cost 
delivery of the power to the load centers of our systems, or are necessary in 
any way to protect the preference rights of our systems. 

Similar resolutions in support of the preference clause, as a part of Federal 


power policy were passed by delegates at ali 10 NRECA regional meetings held 
during the fall of 1957. 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN PUBLIC POWER 
ASSOCIATION 


My name is Alex Radin. I am general manager of the American Public Power 
Association, which has headquarters at 1025 Connecticut Avenue, Washington, 
D.C. 

The American Public Power Association is a trade organization representing 
more than 800 local publicly owned electric utilities in 40 States, Puerto Rico, and 
Alaska. Its membership includes all types of local publicly owned systems— 
municipal electric plants, public utility districts, county and statewide systems, 


and rural electric cooperatives. It is nonprofit and nonpartisan. 

The American Public Power Association is opposed to H. R. 6997 primarily 
because it represents a decided departure from a policy which has been one of the 
cornerstones of our reclamation program since its inception in the early years of 
this century. I am referring to the policy that our great reclamation projects— 
constructed with public funds—are to be built for service, not for profit; that they 
are to be operated so as to produce the maximum possible public benefit, not 
the maximum possible project revenues. And I am referring to the corollary 
policy that water and power developed at such projects are to be disposed of at 
the lowest prices consistent with project feasibility, not marketed for all the 
traffic will bear. 

One must keep these policies firmly in mind in order to appreciate the nature 
of the so-called partnership proposal embodied in H. R. 6997. By that proposal 
the Pacific Gas & Electric Co. is, in effect, saying this to the Congress of the 
United States: Sell us the falling water which you will develop at the Trinity 
project because we will pay you more for that water than you would obtain if you 
were to market the power yourself at the lowest price consistent with project 
feasibility. 

We believe the Congress should reject this offer, for the following reasons: 

1. The United States, as I have indicated earlier, does not build reclamation 
projects in order to gain the maximum money profit directly from the revenues of 
these projects. It builds for the public welfare and asks only that repayments 
from project sales be sufficient to make the project feasible. This qualification 
is fully met by Federal construction of the Trinity power project, which would be 
entirely feasible under Federal construction and Federal marketing of power. 
Under present power rates, and providing for 50-year payout at 3 percent interest, 
the Government would still realize $113,244,000 surplus from the integrated Cen- 
tral Valley project at the end of the 50-year period, according to Secretary of the 
Interior Seaton’s recent testimony. Thus, Federal development more than meets 
the requirements of the reclamation law. 

2. Even if the Government should secure more revenues from the partnership 
proposal than from the sale of energy from the Government’s own powerplant, 
this would be merely an illusory gain which would be more than offset by the faet 
that the Government would have to pay more for power that it requires for its 
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Own purposes. While the Pacific Gas & Electric Co. has claimed that the Govern- 
ment would receive $175 million more net revenue to the Central Valley project, 
over a 50-year period, from the sale of Trinity falling water to P. G. & E., it has 
been pointed out by Samuel B. Morris, consultant to the California Municipal 
Utilities Association, that the Government might well be required to pay as much 
as $297 million more for power that it would require during this period, if the 
Trinity power resource is turned over to P. G. & KE. Surely it is false economy 
for the Government to turn over this valuable power site for the gain of $175 
million, only to be forced to pay far more than this for the power it requires for 
its own installations—power which the Government could obtain from the Trinity 
project. 

3. Perhaps the most important reason why this “partnership” proposal should 
be rejected by the Congress is that it is directly contrary to long-established poli- 
cies which have been wisely established by the Congress over a period of more 
than 50 years. I refer in this case to the so-called preference provision whereby 
public agencies receive first call on the availability of power produced from Fed- 
eral projects. As you know, this provision was first established in reclamation 
law in 1906, and subsequently has been reaffirmed and strengthened by the Con- 
gress on 18 different occasions. This principle, in fact, is enunciated in the very 
act authorizing construction of the Trinity project by the Federal Government, 

May I also add that the preference provision has enjoyed wide bipartisan 
support, having been endorsed by both major political parties in their most 
recent campaign platforms. 

Surely the Congress will not wish to upset this long-established policy by 
authorizing the partnership with P. G. & KE. For this proposal does by indi- 
rection what is prohibited by the preference policy; it gives first and only 
availability of this public resource to a private power company—one of the 
largest in the country—rather than to Federal installations and local public 
ageacies, as prescribed in the various preference provisions enacted by the 
Coagress. 

If this partnership plan is approved by the Congress, it may well mark the 
beginning of the end of our long-established program of Federal development 
of power resources at Federal multipurpose projects—a program that has 
brought tremendous benefits to the entire Nation. 

The tragic consequences of such an eventuality can be plainly foreseen. In 
the service area of Pacific Gas & Electric Co., which already has a virtual mon- 
opoly in central and northern California, the position of the public agencies 
will be weakened still further, and their effective competitive influence will be 
practically eliminated. Other witnesses, representing some of the municipalities 
which have electric distribution systems in central and northern California, 
have testified before your committee as to the effect which the Central Valley 
project power has had on the price they have had to pay for wholesale power 
from P. G. & E. As long as there was a real threat of competition from Central 
Valley power, P. G. & E. rates were held down. But when that threat was 
removed because there did not appear to be any more Central Valley project 
power available, then P. G. & E.’s wholesale prices were increased sharply. This 
marked influence of Central Valley project power has been documented, too, 
in the 18th Intermediate Report of the House Committee on Government Oper- 
ations, Effect of Department of Interior and REA Policies on Public Power 
Preference Customers, June 7, 1956 (see p. 115 ff.). 

If the P. G. & E. partnership proposal is approved, it does not require any 
soothsayer to predict that the same type of scheme will then be advanced by 
power companies in other sections of the country, with the result that a crippling 
blow will be dealt to the competitive influence of publicly and cooperatively 
owned utilities. The ill effects of this policy would not be confined to the 
customers of the preference agencies, which would be forced to buy higher priced 
power from the private power companies. The effects would likewise be felt 
by the customers of the private power companies, which would not be so 
markedly influenced by the competitive leverage from Federal power systems 
and the local public agencies and rural electric cooperatives. 

Thus, it is clear that if this partnership plan is adopted in California, it 
would establish a radically new precedent that would be to the detriment of 
electric consumers in many parts of the country. Surely the Congress will not 
want to depart now from a course which it has wisely followed for more than 
half a century. 

We therefore urge you to reject H. R. 6997 on the grounds that it is bad 
for the electric consumers of California and is bad public policy that does not 
adequately protect the public interest. 
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STATEMENT OF CALIFORNIA FARM RESEARCH AND LEGISLATIVE COMMITTEE 


‘Hon. Wayne Aspinall, subcommittee chairman, members of the subcommittee 
and the full committee,our committee has consistently and constructively 
supported every phase of multipurpose development of our river basins since we 
were organized 17 years ago. 

We speak for 1,000 members operating their own commercial farms and for 
affiliated producer cooperatives. 

We speak as well for consumers of electricity in church, labor, and community 
organizations who are affiliated with us and for many members of public and 
municipal utility districts and residents of cities entitled to preference in the 
purchase of public power. 

At a time when the water table in our concentrated agricultural-producing 
areas is dropping rapidly, anything which will impede transportation of water 
as cheaply as possible to areas of need is a disservice to our farmers, to the 
national consumers of our farm produce and to the economic prosperity of our 
State and Nation. 

The California Farm Research and Legislative Committee is opposed to enact- 
ment of H. R. 6997, Scudder; H. R. 7407, Utt; and any other measures which 
may be introduced calling for sale of Trinity project falling water and construc- 
tion of its power facilities by the Pacific Gas & Electric Co. 

Enactment of this legislation would reverse half a century of reclamation 
policy which provides that federally generated power be distributed so as to 
encourage the most widespread use by consumers at lowest possible rates con- 
sistent with sound business principles, and that preference be given public 
agencies in its distribution. 

For the sake of an unsubstantiated greater financial return to the Federal 
Government, these bills would set aside historical Federal-power policies as 
sustained by the Congress. 

If monetary consideration alone guided Federal-power policy, then existing 
Central Valley project power rates need merely to be raised nine-tenths of a 
mill per killowatt-hour to realize the additional funds which proponents of the 
bills under consideration claim would accrue in 50 years after enactment of 
Department of Interior’s partnership contract with the Pacific Gas & Electric Co. 

Cutting off Trinity power from an integrated Central Valley project power 
grid, as proposed by the measures before your committee, would deprive the 
entire project-service area of its maximum supply of reasonably priced public 
power. 

Instead of 650,000 kilowatts of energy available to local agencies eligible for 
such power under the preference provisions of reclamation law, including various 
Army, Navy, Air Force bases and Federal shipyards in California, the partner- 
ship plan would produce no more than 400,000 kilowatts. Asa result, the Federal 
Government itself, for its own installations, would pay $71 million for its 
electricity during the period of the contract, above its current-power bills. 

Consumers generally would pay some $200 million more for Trinity power 
under the P. G. & E. plan than under Federal operation. 

Power users, propaganda to the contrary, pay all P. G. & E. costs of operation, 
including taxes, as these costs are incorporated in the rate base. If the P. G. & EB. 
proposal, as alleged, would produce $165 million more revenue to the Govern- 
ment during the life of the proposed contret, and $135 million in taxes, the 
company would merely collect this additional money from its consumers, in- 
cluding the Federal Government. 

Electric rates, based on additional operating costs, would be established by 
the California Public Utilities Commission to yield a profitable return to company 
investors. 

The proposed contract provides that the Federal Government may purchase 
P. G. & E. power installations at the end of the 50-year contract period upon 
payment of the company’s net investment plus a severance charge. These figures 
are not included in Secretary of Interior Seaton’s statement of financial advan- 
tage of the partnership proposal to the Government. These additional costs 
would eliminate or greatly reduce this so-called financial advantage. 

Many California municipalities acquired their own power-distribution systems 
with the expectation of purchasing low-cost Central Valley project power. Owing 
to the failure of the Congress to appropriate funds for low-voltage transmission 
lines and a steamplant for firming project power, these cities have been forced 
to purchase their power requirements from P. G. & E., paying twice as much 
per kilowatt-hour as the company pays the United States Bureau of Reclamation. 
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Where preference customers do receive project power they must pay P. G. & B. 
the high-wheeling charge of 1 mill per kilowatt-hour. 

A report by United States Comptroller General Joseph C. Campbell on the 
operation of the current P. G. & E. Central Valley project contract shows that 
from 1945 through 1956 the company purchased 80 percent of all project power 
at an average price of 3.75 mills per kilowatt-hour. 

In fiscal 1956 the company purchased 30 percent of project electricity at an 
average rate of 2.97 mills per kilowatt-hour. During the same period the Sac- 
ramento Municipal Utility District, largest public agency taking project energy, 
purchased 23.8 percent for 4.26 mills per kilowatt-hour. The district now has its 
own 230-kilovolt line direct to Shasta and should be receiving project energy at 
no higher rate than is charged P. G. & E. 

Other preference customers, receiving only a small part of project energy, pay 
considerably higher rates. 

The Central Valley project is primarily a reclamation and irrigation project, 
yet under the proposed partnership plan the Federal Government would have to 
pay P. G. & E. penalties if water releases are reduced below certain specified 
amount. (United States Doc. 94, p. 16.) Such would be the case in water- 
deficient winters when runoff would have to be stored for summer irrigation. 

Thus the power and profit needs of P. G. & E. would be given priority over 
irrigation needs of farmers in the Central Valley service area for whom the proj- 
ect was primarily built. These penalty costs are not deducted in any of the so- 
called benefit statements supporting the P. G. & E. partnership contract. 

In his letter to Congress proposing sale of Trinity falling water to P. G. & E., 
Secretary of Interior Seaton said this would “provide substantially more funds 
for potential irrigation and multipurpose development in the Central Valley proj- 
ect area than would Federal construction and operation of Trinity power features. 

This contention does not square with our facts. Most irrigation districts and 
individual farmers in the Central Valley purchase electricity for pumping from 
P. G. & BE. According to a pamphlet, Farm Electrification in California, issued 
by the company in 1954, more than 70 percent of all irrigation water used in the 
Central Valley is pumped by electricity. The company supplies electric power to 
65,000 customer-owned irrigation plants which use over 3 billion kilowatt-hours 
per year for pumping. 

With removal of the yardstick of public power from the area, and that is the 
heart of P. G. & E.’s Trinity plan, as well as its standing proposal to take over 
all Central Valley project power facilities, company power rates would substan- 
tially increase. This would increase the cost of electricity to irrigationists by 
billions of dollars over the 50-year contract period. 

Since last September, P. G. & E. electric rates increased 6 percent, adding 
more than $16 million annually to electric bills of its customers. 

In areas outside the Central Valley project, entirely dependent on pumping un- 
derground water by electricity, removal of the public-power yardstick would push 
pumping costs even higher. 

The Sacramento Municipal Utility District with the third lowest electric rates 
in the Nation, serving 135,000 customers, many of them farmers, illustrates what 
is possible when a public agency is able to purchase and distribute low-cost 
project power. 

Under the partnership plan, the Federal Government would be a sizable cus- 
tomer for power to lift Trinity water into the San Luis Reservoir. It has been 
estimated that this power cost alone would amount to $100 million during the 
50-year contract period. Alleged savings through offpeak pumping would require 
double pumping installations at an estimated cost of $50 million to the Federal 
Government. 

The common argument that construction of the power facilities of the Trinity 
project by the Pacific Gas & Electric Co. would ease the current strain on the 
Federal budget assumes that public-power facilities are given away. This is far 
from true. 

Federal reclamation law requires full reimbursement by contract customers for 
all power installations, including interest on money invested at 3 percent. The 
Central Valley project power system has earned nearly $70 million over all costs 
since it went into operation in 1945. 

It is clear that the Trinity project, as enacted by Congress with Federal power 
installations to be reimbursed, can in no way be construed as a strain on Federal 
spending. 


On the contrary, Federal power projects, as an integral part of reclamation 
projects, add to Federal income. 
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In submitting his report on the feasibility of the Trinity River division of the 
Central Valley project, to the Secretary of Interior in January 1952, Richard 
L. Boke, director, region II, California, stated : 

““(e) The ratio of benefits to costs is 3.07 to 1. 

“(f) The recommended development has engineering and economic feasibility 
when operated as an integrated element of the Central Valley project. All reim- 
bursable costs can be repaid in full from power and water revnues in accordance 
with the provisions of Federal reclamation laws.” 

For the above reasons, on behalf of our committee members, we urge that your 
subcommittee recommend against passage of H. R. 6997, Scudder ; H. R. 7407, Utt; 
and any other measures which may be introduced calling for sale of Trinity proj- 
ect falling water and construction of power facilities by the Pacific Gas & Blec- 
tric Co. 


CiTy oF UKIAH, 
Ukiah, Calif., January 10, 1958. 
Hon. Clair ENGLE, 
House of Representatives, Washington, D.C. 

DeaR Sir: Since receiving your letter in May of 1957 in which you registered 
your protest against proposed partnership between the Federal Government and 
the Pacific Gas & Electric Co., in connection with development of Trinity River 
power, this subject has been under discussion many times by our city council. 

As you have probably already been informed, the Northern California Mu- 
nicipal Electric Association adopted a resolution on Tuesday, January 7, 1958, in 
which they set forth the unanimous objection of the association to the partner- 
ship agreement and strongly encourage the development of this project immedi- 
ately by the Federal Government. 

On Wednesday, January 8, 1958, our city council adopted a resolution which 
was almost identical in content to the one adopted by the association. I am 
attaching a copy of the resolution adopted by our council for your files. 

We have approached this matter strictly from the point of view of good, sound 
business management and principles and frankly regret the fact that no doubt 
the issue will become one of a highly political nature. We feel very strongly 
that the partnership arrangement would eliminate a very necessary competitive 
condition and even though we are not at present in the area which might be 
served by the Trinity project we feel that arrangements may be made in the 
future which will include the city of Ukiah. 

We respectfully request your support of the position which we have established 
and wish you every success in carrying the job to a successful completion. 

Very truly yours, 


LYELL C. Casu, City Manager. 
RESOLUTION 58-16 


The city of Ukiah, a member of the Northern California Municipal Electric 
Association, which association represents every municipal electric-distribution 
system in northern California, comprised of the following member cities: Lodi, 
Santa Clara, Healdsburg, Palo Alto, Redding, Roseville, Ukiah, Alameda, Biggs, 
Gridley, and Lompoc, in the best interests of its economic prosperity hereby 
resolves: 

1. That it is the city of Ukiah’s responsibility to seek power for their electrical 
distribution system at the lowest cost possible. 

2. That the Trinity River project offers the last opportunity for a low-cost 
major power supply for the city of Ukiah. 

3. That revenues generated from the operation of the electrical system are of 
vital importance to the economy of the city of Ukiah. 

4. That in order to sustain these economic demands and seek the lowest cost 
power available, we must oppose any attempt by a private utility to supersede 
our rights as a public agency to first call on power developed through expenditure 
of public funds : Now, therefore, be it 

Resolved, That the city of Ukiah hereby records its opposition to the Pacific 
Gas & Electric Co.’s proposal for partnership in the construction of the Trinity 
River project and its power-generating facilities. 

Accordingly, the city of Ukiah further resolves that the Federal Government 
be requested and encouraged to immediately proceed to construct the aforemen- 
tioned generating facilities and that favorable consideration be given to any 
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application of the city of Ukiah for the purchase of a portion of the electrical 
generating capacity of the Trinity River project. 

This resolution adopted on Wednesday, January 8, 1958, by the following 
vote: 

Ayes : Mayor Rones, Councilmen Runkel, Mazzoni, Mercer, and Wagner. 

Noes : None. 

Absent : None. 

DONALD BE. RoneEs, Mayor. 
Attest: 
CAROLINE M. Cuurcu, City Clerk. 

I hereby certify that the foregoing document is a full, true, and correct copy 
of a resolution duly and regularly adopted and passed by the city council of 
the city of Ukiah, Calif., at a meeting thereof held on the 8th day of January 
1958. 


[SEAL] CAROLINE M. Cuurcu, City Clerk. 


THe Crry or SANTA CLarRA, CAtr., January 14, 1958. 
Congressman CLAIR ENGLE, 


House Post Office, Washington, D.C. 


DEAR CONGRESSMAN ENGLE: Enclosed please find certified copy of Resolution 
No. 611 duly passed and adopted by the city council of the city of Santa Clara, 
Calif., which is self-explanatory. You will note that this resolution opposes the 
acceptance of an offer of the Pacific Gas & Electric Co., to develop the power 
resources of the Trinity River division of the Central Valley project in the State 
of California. 

Your consideration of this resolution will be greatly appreciated by the city 
council. 

Yours very truly, 


A. 8. Bericx, City Clerk. 
RESOLUTION No. 611 


A RESOLUTION OF THE CITy COUNCIL OF THE CITY OF SANTA CLARA REQUESTING 
THE CONGRESS OF THE UNITED States To REJECT THE PROPOSAL OF THE SECRE- 
TARY OF THE INTERIOR TO ACCEPT AN OFFER OF THE Pactiric Gas & ELectric Co. 
To DEVELOP THE PoWER RESOURCES OF THE TRINITY RIVER DIVISION OF THE 
CENTRAL VALLEY PROJECT IN THE STATE OF CALIFORNIA 


Whereas it is the established policy of the city of Santa Clara to furnish 
the best possible power service at the lowest possible cost ; and 

Whereas low power rates encourage more widespread use of electricity, with 
its consequent benefits to residential, commercial, and industrial consumers; 
and 

Whereas the development of low-cost hydroelectric power by the Central 
Valley project of the Bureau of Reclamation has been of tremendous benefit to 
all consumers in northern California, including both those served by private 
agencies and public agencies ; and 

Whereas the Congress has authorized full Federal construction of the Trinity 
River division of the Central Valley project under reclamation law and the 
main features are now under construction; and 

Whereas the Secretary of the Interior has recommended that an offer of 
Pacific Gas & Electric Co., to construct and operate facilities to develop the power 
resources of the Trinity River division of the Central Valley project be accepted ; 
and 

Whereas the acceptance of said offer would deprive publicly owned utilities 
of the right to direct purchase of the low-cost project power which would be 
available to preferential and Federal agencies under Federal development; and 

Whereas the city of Santa Clara and some 24 other preferential and Federal 
agencies purchase or have the right to purchase their entire power supply from 
Central Valley project at substantial savings ; and 

Whereas the acceptance of the aforesaid offer of the Pacific Gas & Electric 
Co. is not in the best public interest: Now, therefore, be it 

Resolved by the City Council of the City of Santa Clara, That the city of Santa 
Clara does hereby urge the Congress of the United States (1) to reject the 
proposal of the Secretary of the Interior to accept the offer of the privately 
owned utility to install and operate the facilities to develop the power resources 
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of the Trinity River division of the Central Valley project in California; and 
(2) to appropriate sufficient funds for the construction of the powerplants and 
transmission facilities which are now authorized under reclamation law as 
part of Trinity River division of the Central Valley project; and be it further 
Resolved, That copies of this resolution be sent to United States Senators 
Thomas H. Kuchel and William F. Knowland, Congressmen Clair Engle, and 
Charles S. Gubser, and Secretary of the Interior Fred A. Seaton. 
Passed and unanimously adopted by the City Council of the City of Santa 
Clara this 7th day of January 1958 by the following vote: 
Ayes: Councilmen Kiely, Levin, Moore, Rebeiro, Salberg, Toledo, and Mayor 
Nicholson. 
Noes : None. 
Absent : None. 
Attest: 
| 


[SEAL ] A. 8. Betick, City Clerk. 

I, A. S. Belick, city clerk of the city of Santa Clara, do hereby certify that the 
within ordinance or resolution is a correct copy of the original,.and that same 
has been published as required by law. 


A. 8. Beick, City Clerk. 


RESOLUTION No. 1 (1958 Serres) 


RESOLUTION OF THE Clty COUNCIL OF THE CITY oF BIGGS REGARDING THE CON- 


STRUCTION AND QPERATION OF THE POWER FACILITIES OF THE TRINITY RIVER 
PROJECT 


Whereas the City Council of the city of Biggs feels that it is the responsibility 
of this council to seek power for its electrical distribution system at the lowest 
cost possible, and that the Trinity River project offers the last opportunity for 
a low-cost major power supply for that purpose, and that revenues generated 
from the operation of this electrical system is of vital importance to the economy 
of this rapidly expanding community ; 

In order to sustain these economic demands and seek the lowest cost power 
available, we must oppose any attempt by a private utility to supersede our 
rights as a public agency to first call on power developed through expenditure 
of public funds: Now, therefore, be it 

Resolved, That the City Council of the city of Biggs hereby records its unani- 
mous opposition to the Pacific Gas & Electric Co.’s proposal for partnership in 
the construction of the Trinity River project. 

Accordingly, this council further resolves that the Federal Government im- 
mediately proceed to construct the aforementioned generating facilities, and that 
favorable consideration be given to any application of this city for the purchase 
of a portion of the electrical generating capacity of the Trinity River project. 

I hereby certify that the above and foregoing resolution was duly and regu- 
larly introduced, passed, and adopted by the City Council of the city of Biggs at 
a special meeting thereof duly held on the 9th day of January 1958, by the 
following vote, to wit: 

Ayes: Councilmen Bronner, Winters, North, and Dennis. 

Noes: None. 

| Absent: Councilman McKissick. 
) Attest: 
Haze. B. Linrorp, City Clerk. 
Approved : 
i W. L. Dennis, Mayor. 


I hereby approve the action taken at the special meeting held during my 
i absence on January 9, 1958. 
Howarp McKissick, Councilman. 


WATER & POWER USERS ASSOCIATION OF SANTA CLARA COUNTY, 
January 18, 1958. 
Congressman WAYNE ASPINALL, 
House Office Building, Washington, D. C. 


DreaR CONGRESSMAN ASPINALL: The Water & Power Users Association is 
opposed to the partnership proposal of the Pacific Gas & Electric Co. on the 
Trinity River power project of the Federal Government and the Bureau of 
' Reclamation. 
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We believe that the cheap water for the area of California below the delta 
ean only be obtained if the electric power that pumps that water is federally 
produced, transmitted, and used in Federal pumping plants a la the Bureau of 
Reclamation’s pumping plant at Tracy. 

Let the P. G. & E. develop its own generating facilities without Federal 
subsidy. 

Very truly yours, 
ALDEN B. CAMPEN, Secretary. 


RESOLUTION No. 61 


Whereas the Commissioner of the Bureau of Reclamation has determined that 
the Trinity River division of the Central Valley project is economically feasible 
and sound from an engineering standpoint as a Federal project ; and 

Whereas the proposed Trinity River division, as now authorized, provides for 
Federal construction and operation of power generation and transmission facili- 
ties ; and 

Whereas the Secretary of the Interior has recommended that the offer of a 
private utility to develop the power at the Trinity River division be accepted; 
and 

Whereas the acceptance of said offer of the private utility would deprive pub- 
licly owned utilities of the right to purchase approximately 250,000 kilowatts of 
low-cost project power which would be available to public agencies under Fed- 
eral development ; and 

Whereas such power development by said privately owned utility is not in the 
best public interest : Now, therefore, be it 

Resolved, That the board of directors of the Shasta Dam Area Public Utility 
District does hereby urge the Congress of the United States (1) to reject the 
proposal of the Secretary of the Interior to accept the offer of the privately 
owned utility to install and operate the facilities to develop the power re- 
sources of the Trinity River division of the Central Vally project in Cali- 
fornia ; and (2) to appropriate sufficient funds for the construction of the power- 
plants and transmission facilities which are now authorized under reclamation 
law as part of Trinity River division of the Central Valley project; and be it 
further 

Resolved, That a copy of this resolution be sent to United States Congressman 
Clair Engle. 

Passed and adopted this 15th day of May 1957 by the following vote: 

Ayes: Kloss, Craig, Horn, Rumboltz, Price. 

Noes: None. 

Absent: None. 

HAL CRAIG, 
Chairman of the Board of Directors of Shasta Dam Area Public 
Utility District. 

Attest: 

W.S. Price, Clerk of Said Board. 


STANISLAUS CouNnTy PoMONA GRANGE, 
Route 2, Box 820, Ceres, Calif. 

Whereas decisions which Congress will be called upon to make at its 1958 
session with regard to the Trinity River and its disposition to be made of the fall- 
ing water impounded by a Federal dam will elect the future of California and the 
West, for good or ill, for generations to come; and 

Whereas water is one of the natural resources which ought to be conserved, 
regulated, and administrated in the public interest ; and 

Whereas the Pacific Gas & Electric Co. has invited the Federal Government 
to enter into an arrangement with it, called a partnership, whereby the company 
would make a guaranteed profit on water power belonging to the people and 
provided by Federal investment; and 

Whereas every dollar the Pacific Gas & Electric Co. pays in taxes to the State 
government, is extracted from the public through excessive rates ; and 

Whereas the Stanislaus County Pomona Grange No. 21 composed of residents 
of irrigation districts enjoying the advantages of publicly operated power sys- 
tems, is aware of the benefits of public power : Therefore be it 
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Resolved, That the Stanislaus County Pomona Grange No. 21 go on record 
unanimously opposing any partnership agreement with the Pacific Gas & Elec- 
tric Co. 

Gotpie BE, Carey, Secretary. 


MopesTo, Catir., January 19, 1958. 
WAYNE ASPINALL, 
Chairman, House Subcommittee on Irrigation and Reclamation, 
House Office Building, Washington, D. C.: 
Resolution strongly opposing partnership deal of falling water with P. G. & E. 
on the Trinity follows by mail. 
Vic SANDERS, 
Secretary, Riverbank Grange, No. 719, Modesto, Calif. 


TRINITY RESOLUTION 


Whereas decisions which Congress will be called upon to make at its 1958 ses- 
sion with regard to the Trinity River and the disposition to be made of the falling 
water impounded by a Federal dam will affect the future of California and the 
West, for good or ill, for generations to come; and 

Whereas water is one of the natural resources which ought to be conserved, 
regulated, and administered in the public interest ; and 

Whereas the Pacific Gas & Electric Co. has invited the Federal Government 
to enter into an arrangement with it, called a partnership, whereby the company 
would make a guaranteed profit on waterpower belonging to the people and 
provided by Federal investment ; and 

Whereas every dollar the Pacific Gas & Electric Co. pays in taxes to the 
Government is extracted from the public through excessive rates; and 

Whereas the Riverbank Grange, No. 719, composed of residents of irrigation 
districts enjoying the advantages of publicly operated power systems, is aware 
of the benefits of public power: Therefore be it 

Resolwed, That the Riverbank Grange, No. 719, go on record unanimously 
9pposing any partnership agreement with the Pacific Gas & Electric Co. 

DAN CAZIER, 
Master, Riverbank Grange, No. 719. 
Vic SANDERS, 


Secretary. 


SAN Francisco, Cauir., January 8, 1958. 
CLAIR ENGLE, 
Chairman, Interior and Insular Affairs Committee, 
House Office Building, Washington, D. C.: 


California State Federation of Labor wishes to record its unalterable oppo- 
sition to proposal in H. R. 6997 to turn over power faciilties of Trinity project to 
P. G. & E. By unanimous action at our 1957 convention some 2,000 delegates 
representing more than 1,300,000 AFL-CIO members in the State declared full 
support of “the policy of the Federal Government, where it builds dams to develop 
and distribute the electrical energy, so that all the people in the area served will 
benefit from the lew rates for electricity.” All of the so-called benefits which 
the P. G. & E. claims would result from their partnership proposal actually would 
be paid for out of the pockets of power users, including the Federal Government, in 
higher power rates. Adoption of the proposal would also disrupt integrated 
operation of CVP and and future integrated expansion. 

C. J. HAGcGEerty, 
Secretary-Treasurer, California State Federation of Labor. 


SACRAMENTO, CALIF., January 21, 1958. 
Hon. WAYNE ASPINALL, 


Chairman, Irrigation and Reclamation Subcommittee, 
House Office Building, Washington, D. C.: 


Joint Council of Teamsters, No. 38, with 100,000 members working in the 
central California valleys from Bakersfield to the Oregon border, and with con- 
tact among the farmers, businessmen, and organizations in the valleys, wishes to 
register its protest and opposition to H. R. 6997 and H. R. 7407 or any other pro- 
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posed legislation which will permit sale of “falling water” to and construction of 
project power facilities by Pacific Gas & Electric Co. This joint council and its 
members are unalterably in support of Congressman Clair Engle’s program for 
development of the Trinity River, as we feel that the people in the valley and the 
people of the State of California can best be served financially and otherwise 
through application of the Engle program. It is our contention that a partnership 


with the Pacific Gas & Electric Co. will be inimical to the best interest of the 
people of the State of California. 


M. S. VIDAVER, 
Public Relations Director, Joint Council of Teamsters, No. 388. 


San JOSE, Cauir., January 18, 1958. 
Hon. WAYNE ASPINALL, 


Chairman, Subcommittee on Irrigation and Reclamation, House Committee 
on Interior and Insular Affairs, House Office Building, Washington, D. C.: 
Emphatically oppose dismemberment Trinity River reclamation project 
through sale of falling water to Pacific Gas & Electric Co., though a contract 
proposed by Department of Interior. We stand behind the cities of Palo Alto 
and Santa Clara, Calif., in their determination to prevent this reversal of our 
50-year-old reclamation policies. As ratepayers in the P. G. & E. service area, we 
point out that many of our members are unemployed, that living costs have 
sharply risen, and that electric rates were recently raised 6 percent by P. G. & E. 
The cost of the company’s investment in the powerplants would not be a saving 
to the Federal Government. It will be paid by us ratepayers through ever 
higher electric bills. Urge your committee to reject H. R. 6997, H. R. 7407, 
and any similar measures which may be introduced favoring Trinity P. G. & E. 
partnership. 


SARL A. MOOREHEAD, 
Secretary, Central Labor Council of Santa Clara County. 


REDDING, CALIF. 
Congressman CLAIR ENGLE, 


Chairman, Insular Affairs Committee, 
House of Representatives, Washington, D.C.: 

The Five Counties Central Labor Council representing thousands of rank-and- 
file men and women potential consumers of the e.ectrical energy to be produced 
by the Trinity River project reaffirm our position of positive opposition to the 
P. G. & E. partnership proposal and strongly urge you and your Insular Affairs 
Committee to vote against this proposal, 


HvueéH ALLEN, 
President, Five Counties Central Labor Council, Redding. 


San Jose, Cair., January 27, 1958. 


Hon. WayYNE ASPINALL, 


Chairman, Irrigation and Reclamation Subcommittee, 
House Office Building, Washington, D.C.: 

The Santa Ciara and San Benito Counties building and construction trades 
council, AFL-CIO, representing over 12,000 tradesmen and laborers desire to 
register our opposition to H. R. 6997 and H. R. 7407 and reiterate our whole- 
hearted support in behalf of Congressman Clair Engle’s program for development 
of the Trinity River. 

EDMOND GALE, President, OTTO FB. SARGENT, 
Executive Secretary, Building and Construction Trades Council 
Santa Theresa, San Jose. 
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NORTHERN CALIFORNIA District Counciu.—ILWU, 


San Francisco, Calif, January 17, 1958. 
Jongressman WAYNE N. ASPINALL, 


House Office Building, Washington, D.C. 
Dear Mr. ASPINALL: I understand that on Monday, J'anuary 20, the House In- 


terior Committee begins hearings on the Scudder bill relating to the Trinity 
project in California. 
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On behalf of this organization, representing approximately 25,000 members of 
the International Longshoremen’s and Warehousemen’s Union in this area, I 
want to reiterate our opposition to the so-called partnership concept embodied in 
the Scudder bill. 

We are opposed to financing benefits for a private monopoly out of Federal 
revenues, and believe that the sale of falling water to P. G. & E. will destroy 
the planned integration of the Trinity project with the whole Central Valley 
project. 

It is for these and other reasons that we oppose the Scudder bill. Will you 
please have our opposition noted in the committee’s record. 

Sincerely yours, 
MICHAEL JOHNSON, Secretary. 


San FrANcIscoO, Cauir., February 1, 1958. 
Hon. CLAIR ENGLE, 
House of Representatives, Washington, D. C.: 

Our statewide association represents over 800 independent insurance brokerage 
firms employing many thousands in personnel. We make reference to hearings 
regarding proposed Trinity project power development. 

If the P. G. & E., Federal Government partnership for the development of the 
Trinity is to be approved, we believe it imperative that the enab ing legislation 
be inclusive of specific provison prohibiting a privately owned public utility from 
controlling the placement of independent contractors’ insurance or surety bonds. 
Our association has vigorously opposed the reputed present practice of the 
P. G. & E. to direct the insurance of independent contractors competitively bidding 
P. G. & E. construction to an agent or broker and inusrance company selected 
by P. G. & E. We recognize P. G. & E.’s right to require of independent con- 
tractors a certain standard of insurance protection but not to disrupt the in- 
ternal affairs of such contractors to the extent of dictating what agent or broker 
and what insurance company the independent contractor must use. Federal 
development of the Trinity would be accomplished without any such d ctation 
to contractors. In reply to specific inquiry P. G. & E. has implied that if partner- 
ship approved they will follow their present practice of dictating what agent 
or broker and what insurance company will insure the contractors’ legal lia- 
bility to members of the public. The position of power that would be vested in 
P. G. & E. in the name of private enterprise by the proposed partnership must, 
we believe, specifically prohibit P. G. & E. from using that position of power in 
disregard of the fundamental rights of other segments of the private enterprise 
system; namely, cocpetitively bidding independent contractors and the con- 
tractors’ selected insurance agent or broker. 

INSURANCE BroKERS EXCHANGE OF CALIFORNIA, 
BEN Bett, President. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., January 21, 1958 
Hon. CLarIr ENGLE, 
Chairman, Interior and Insular Affairs Committee, 
House Office Building, Washington, D. C. 


DEAR Mr. ENGLE: The Chamber of Commerce of the United States recommends 
that your committee approve H. R. 6997 and H. R. 7407, authorizing power devel- 
opment at the Federal Trinity River reclamation project by taxpaying private 
enterprise. 

The Trinity River project was authorized by Congress in 1955 with a provision 
that the Secretary of the Interior would negotiate for the construction by non- 
Federal agencies of the electric power features of the project. An offer has been 
submitted by a local electric utility company for joint participation in the con- 
struction of the Trinity River project. This offer has been reviewed by the 
Commissioner of Reclamation, under whose direction both the project design and 
the pow er development negotiations were made. The Commissioner has reported 
to the Secretary of the Interior that “the proposed joint dev elopment is feasible 
and justifiable from both an engineering and economic viewpoint.” The recom- 
mendation of the Secretary that Congress authorize the joint development of 
the Trinity River project is contained in House Document No. 94, 85th Congress, 
ist session. 
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Under the proposed joint development, as provided in the two bills before 
your committee, the Federal Government will construct the dams and diversion 
works for flood control, irrigation, and water-supply purposes, while an investor- 
owned electric company now serving the area would develop the hydroelectric 
phases of the project, including transmission facilities to connect with its exist- 
ing system. The private company would pay taxes and would make annual 
payments to the Federal Government for the use of the falling water at the dams. 

The alternative to joint development would be all-Federal development which 
would cost taxpayers $225 million, according to the United States Bureau of 
Reclamation. The power portions of the project, which are estimated to cost 
$94,693,000 under all-Federal development, would be repaid over a 50-year period 
from revenues from the sale of project power. The Secretary of the Interior 
finds, however, that project revenues would be greater under joint development 
than under all-Federal construction. His report to Congress states: “Joint 
development under the proposed agreement would convert Trinity falling water 
into a substantial net asset of the project.” 

Therefore, under the proposed joint development, there are three distinct 
advantages to the taxpayer : 

1. A smaller initial investment of Federal funds would be required. Private 
money instead of tax revenues would be used to build the power facilities. The 
estimated saving in capital outlay under private construction is $55,500,000. 

2. The direct net return from power would be greater. During the 50-year 
license period, payments by the company would be about $165 million more than 
would be realized if the power facilities were to be constructed by the Federal 
Government. 

3. Local, State, and Federal treasuries would receive taxes amounting to an 
estimated $145 million during the license period. No taxes would be realized 
under all-Federal construction. 

Development of Trinity River electric power by private enterprise in partner- 
ship with the Federal Government will meet adequately the power needs of the 
area, without obligating the general taxpayer. As Secretary Seaton pointed out 
in his letter to the Speaker of the House: “Joint development would provide 
the greater benefit to the project area and to the Nation as a whole.” 

I would appreciate having the chamber’s views in this letter made a part of 
the record of hearings on these bills. 

Cordially yours, 


CLARENCE R. MILES. 


OroviL_Le, CALir., January 22, 1958. 
Hon. CLiarr ENGLE, 


Washington, D. C.: 

Resolution from the city of Oroville, Resolution No. 1434, Trinity River devel- 
opment: 

Whereas comprehensive development of the water resources of the State of 
California is the concern of all the people of the State and accomplishment 
thereof is in the interest of all the people of the State; 

Whereas the task of water development in California for the benefit of our 
rapidly increasing population is of such magnitude that it will require the 
cooperative effort of all levels of government and private enterprise as well: 

Whereas the Pacific Gas & Electric Co. has offered to build the power facilities 
incidental to the Trinity River division of the Central Valley project and to pay 
an average each year of $4.6 million to the Bureau of Reclamation for the use 
of falling water in addition to substantial local State and Federal taxes; 

Whereas the proposal would save the Bureau of Reclamation an initial invest- 
ment of more than $56 million that could be used for other needed water develop- 
ment in this period of expected emergency defense expenditure and Federal 
budgetary problems; 

Whereas the proposal for joint development of Trinity over the 50-year life 
of the agreement would make an additional sum of $165 million available to the 
Central Valley project that would not be available under the Federal construction 
of the power facilities : 

Whereas these funds could be made available by the Congress to assist the State 
of California in the achievement of the State water plan in the interest of all 
the people ; 

Whereas Federal generation and marketing of Trinity power will serve only 


the special interest of communities having less than 7 percent of the population 
of northern California ; 
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Whereas the power company system is large enough to assimilate and put to 
beneficial use so-called dump power which composes a large part of the output 
where the main purpose of the storage is irrigation and flood control and the 
company itself cannot profit from cheap power but due to the State regulation of 
this profit must pass the benefit on to the people it serves; and 

Whereas legislation is pending in the Congress of the United States to 
authorize the proposed joint development of the Trinity River Division: Now, 
therefore, be it 

Resolved, That the City Council of Oroville hereby petitions the honorable Clair 
Engle, Member of the Congress from this district, and the Honorable William F. 
Knowland and Thomas H. Kuchel, United States Senators from California, to 
support the pending legislation to authorize joint development of the Trinity 
River division of the Central Valley project. 

The clerk shall attest to adoption of this resolution, passed and adopted at an 
adjourned regular meeting of the City Council of the City of Oroville on the 22d 
day of January 1958, by the following vote: 

Ayes: Patten, Pittman, Tichner, Weisker; no, none; absent: Dyer; no vote, 
McKillop and Whipple. 

ConraAp L. WEISKER, Mayor. 

Attest: 

R. M. Carpenter, City Clerk. 

Approved as to form: 

Rosert V. Buape, City Attorney. 


Los ANGELES CHAMBER OF COMMERCE, 
OFFICE OF THE PRESIDENT, 
Los Angeles, Calif., January 30, 1958. 
Hon. WAYNE ASPINALL, 
Chairman, Irrigation and Reclamation Subcommittee, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN ASPINALL: Recommendations of the Secretary of the 
Interior with respect to the joint development of hydroelectric facilities at the 
Trinity River project were given careful study last year by the water and power 
conmnittee of this chamber and, subsequently, by our board of directors. It was 
our considered opinion, based on these studies, that the Secretary’s recommenda- 
tion should be approved by Congress. Since that time the revised data submitted 
by Secretary Seaton has been taken into account and the chamber continues in its 
support of the recommendation for joint development. We believe that this is 
a proper procedure and that the best interests of the United States will be 
served thereby, for the following reasons: 

The proposal is in conformity with recommendations of the Hoover Commis- 
sion for partnership development of large water projects, placing the fullest 
possible responsibility on local, private, or public bodies. 

Furthermore, a substantial opportunity for economy is afforded in the offer 
of the Pacific Gas & Electric Co. to bear the costs of construction and operation 
of the power facilities at the Trinity River project. If Congress approves joint 
development, Federal capital outlays of $56 milloin can be saved. This is an 
important consideration in these days when nonessential civilian and military 
spending must be eliminated. 

Additionally, joint development would provide $310 million in benefits to the 
public which would not be derived under Federal construction of the power 
facilities. Joint development, according to Secretary Seaton, would produce 
$165 million more net revenue than Federal development. Total taxes of $145 
million ($83 million to the United States Treasury and $62 million to State and 
local treasuries in California) would be produced under the partnership proposal. 

Perhaps the most important consideration is that under joint development, 
power users would pay the true cost for development and transmission of their 
power supply, rather than a subsidized figure under the all-Federal proposal. 
This would include, of course, taxes paid by the private company, and its profit 
under regulation by the California Public Utilities Commission. This simply 
will place these power consumers in the same position as those in other areas not 
receiving subsidized benefits. 

We in southern California are vitally concerned with the most economic de- 
velopment of California’s water. We see no justification for the expenditure of 
$56 million in the Federal funds when that same sum spent through private 
enterprise will produce taxes and additional revenues which can be used for 
water development in California. 
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For the foregoing reasons we strongly urge enactment of H. R. 6997, or H. R. 
7407, to authorize joint development of the Trinity project, now under con- 
sideration by your committee. 

We will appreciate your arranging to have this letter placed in the committee 
record. 

Sincerely, 


GEORGE B. Gosek, President. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 14, 1958. 
B-125045. 
Hon. WAYNE N. ASPINALL, 
Chairman, Subcommittee on Irrigation and Reclamation, 
Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. ASPINALL: During hearings before the Subcommittee on Irrigation 
and Reclamation of the House of Representatives Committee on Interior and 
Insular Affairs, on H. R. 6997 and related bills, concerning joint development of 

yater power resources of the Trinity River division, Central Valley project, 
California, considerable reference was made to our audit reports to the Congress 
on the Central Valley Basin of California for the fiscal years ended June 30, 1955 
and 1956 (B-125045, dated December 21, 1956, and December 11, 1957). 

Transmitted herewith for the use of your committee and for insertion in the 
record if you desire are two copies of a statement giving some background on our 
Central Valley project audits and reports and comments upon the subject matter 
of these hearings. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


STATEMENT BY THE GENERAL ACCOUNTING OFFICE ON AUbIT REPORTS RELATED TO 
CENTRAL VALLEY PROJECT 


During the hearings before the Subcommitee on Irrigation and Reclamation 
of the House of Representatives Committee on Interior and Insular Affairs, on 
H. R. 6997 and related bills, concerning joint development of water power re- 
sources of the Trinity River division, Central Valley project, California, consid- 
erable reference and comment have been made on our audit reports to the Con- 
gress of the United States on the Central Valley Basin of California for the 
fiscal years ended June 30, 1955 and 1956 (B-125045, dated December 21, 1956, 
and December 11, 1957). This statement gives some background on our Central 
Valley project audits and reports and comments upon the subject matter of these 
hearings. 

Over a period of 5 years, audit reports have been issued by the General Ac- 
counting Office which contained comments relating to power operations at the 
Central Valley project (CVP). The andit reports for the fiscal years ended 
June 30, 1952, 1953, and 1954, were addressed to the Commissioner, Bureau of 
Reclamation, and the reports for the fiscal years ended June 30, 1955 and 1956, 
were addressed to the Congress. 

Some backgrounds on our audits and related reporting of Central Valley proj- 
ect power activities is pertinent to provide an understanding of the comments con- 
tained in our 1955 and 1956 reports. The audit reports for the fiscal years 1952, 
1953, and 1954 were directed to the Commissioner of Reclamation for his con- 
sideration of our comments and recommendations and for such action as he 
might deem appropriate in the circumstances. Our audits for the fis«al years 
1955 and 1956 showed that most of the matters included in the reports to the 
Commissioner had not, in our opinion, been completely or satisfactorily resolved, 
and thoce matters, among other comments not relating to power activities, were 
reported to the Congress. 

On July 3, 1956, we submitted draft copies of the proposed audit report for 1955 
to the Office of the Secretary of the Interior and the Commissioner of Reclamation 
for review and comment prior to transmittal of the report to the Congress. We 
received comments on the report from the Office of the Secretary of the Interior 
about 5 months later under date of December 10, 1956. Following the same pro- 
cedure, on August 15, 1957, we submitted draft copies of the proposed audit report 
for 1956, and the comments on this report from the Office of the Secretary of the 
Interior were received about 3 months later under date of November 27, 1957. 
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Our procedure of submitting draft copies of proposed congressional reports to 
the Federal agencies involved is in accordance with a firm policy of the General 
Accounting Office in such circumstances so as to provide these Federal agencies 
with ample opportunity, in addition to our informal discussions at the various 
appropriate levels of authority within the agency, to present all pertinent facts 
and observations for our consideration prior to release of such reports to the 
Congress. We believe that the Department of the Interior and Bureau of Recla- 
mation have had a reasonable opportunity to submit all pertinent facts and that 
we have properly understood and presented the facts in our reports. 

The statement by the Department on our audit reports—submitted on February 
8, 1958, for the record at the hearings on H. R. 6997 and related bills—includes 
comments in addition to those furnished to us in response to our request to the 
Department for review and comment on our proposed 1955 and 1956 audit reports. 
Although the Department’s statement does not persuade us to change the position 
taken by us in the reports, we believe that the nature of the comments in the 
February 3, 1958, statement reyuires the presentation of the comments previously 
furnished to us by the Department after its reviews of the reports. 


AUDIT REPORT DATED JULY 31, 1953, TO THE COMMISSIONER OF REC).AMATION 


By letter dated January 6, 1954, the Bureau of Reclamation made a reply 


to our fiscal year 1952 report. As it related to our observations on power opera- 
tions, the letter contained the following comments : 


Adjustment for losses in transmission of power 


The letter pointed out that the interconnection of the Central Valley project 
power system with the Pacific Gas & Electric Co. system provides system stability 
advantages to the Central Valley project. We have consistently recognized this 
advantage to the Central Valley project in our reports. However, the further 
statement in the letter dated January 6, 1954, quoted below, indicates agreement 
with our basic observation : 

“In reply to the question as to whether direct metering of deliveries to P. G. & EB. 
would provide a more appropriate basis for the billing by eliminating the element 
of error from predetermined percentages for loss adjustments, our answer is that 
direct metering at the points of interconnection would not eliminate the element 
of error mentioned, as it would still be necessary to use predetermined per- 
centages for loss adjustments, but such direct metering would give a more ac- 
curate basis for billing than on the basis of calculations now made. For this 
latter reason, it has been decided that, as soon as possible, direct metering at all 
points of interconnection with the P. G. & E. Co. will be installed where quantities 
measured are so large that revenues involved justify high-accuracy measure- 
ments.” 


Motoring and system frequency control for Pacific Gas & Electric Co. 

Agreement is evidenced also by the Bureau’s reply, dated January 6, 1954, to 
our report comments on this matter: 

“The auditors have pointed out that, frequently, 1 or more of the 5 main 
generating units at Shasta are operated without load and motoring for reserve 
purposes, and that no income is derived from the P. G. & E. directly for such 
services. They suggest charges for these services would seem appropriate. 

“A valuable consideration as stated in the first sentence, article 11 (a), of the 
contract is as follows: 

“*(a) Within the limits of the water available for release from project 
reservoirs, water-release requirements and safe operation of project facilities, 
all as determined by the contracting officer, the United States shall operate project 
plants up to the full capabilities thereof in the manner to be scheduled from 
time to time by the contractor so as best to meet the combined load requirements 
of the parties, as determined by the contractor.’ 

“This valuable consideration was fully recognized in connection with the Gov- 
ernment’s acceptance of the contact. However, the value of eliminating unneces- 
sary unloaded operation of the units has been appreciated, and time of such 
operation is being reduced as much as possible. This is evidenced by the further 
statement that, following an objection from the region, P. G. & E. reduced the 
control demand on Shasta to about 2 percent of the time. Our Sacramento office 
has advised that, upon assumption of operation of the Bureau system, the 
Bureau operating office arrived at a mutual understanding with the P. G. & BE. 
operations office on such practice. They report that savings to the Bureau, of 
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large monetary value, have been realized by shutdown of machines under light 
load, as a result of this understanding.” 


AUDIT REPORT DATED JANUARY 20, 1955, TO THE COMMISSIONER OF RECLAMATION 


By letter dated April 29, 1955, we received comments from the Office of the 
Secretary of the Interior relating to our report for fiscal year 1953. In substance, 
the comment was that no reply would be made to our 1953 report, because our 
report for 1954 was in process of preparation, and that, when the 1954 report 
was received, a reply covering the two reports would be made. 


AUDIT BEPORT DATED AUGUST 12, 1955, TO THE COMMISSIONER OF RECLAMATION 


On February 9, 1956, we received a letter from the Office of the Secretary of 
the Interior on our reports for fiscal years 1953 and 1954. As it related to power 
operations, the comments are quoted below in their entirety : 


“Power operations of the Central Valley project 


“Comments with respect to power operations made in the audit report for 
fiscal year ending June 30, 1953, are repeated, and additions are made in the 
fiscal year 1954 audit report. With one exception, the comments refer to power- 
sales contracts, and operations under these contracts, with the Pacific Gas & 
Electric Co. 

“As of December 9, 1955, supplement No. 4 and amendment No. 3 to the 
Pacific Gas & Electric contracts were executed by the parties concerned. It is 
felt that this amendment and supplement, which will govern the relationship 
between the Bureau and the company in the future, will make unnecessary de- 
tailed comments with respect to the 1954 audit report. 

“It is our feeling that the Pacific Gas & Electric contract is the best contract 
that the Government could obtain for the-sale of its surplus power and in the 
best interests of the Government.” 

The above comments do not take issue with any observation contained in our 
1953 and 1954 reports. Also, we are of the opinion that, under the circumstances 
involved, these comments can be fairly interpreted as agreement on the merit of 
our report observations, and that the amendment and supplement to the con- 
tracts with the Pacific Gas & Electric Co. represented corrective action. 


AUDIT REPORT DATED DECEMBER 21, 1956, TO THE CONGRESS 


By letter dated December 10, 1956, the Office of the Secretary of the Interior 
furnished comments concerning Our proposed 1955 report to the Congress. As 
related to power operations, comments of a substantive nature were offered 
only in connection with our observations concerning the wheeling rate under 
the transmission and exchange service contract with the Pacile Gas & Electric 
Co. (See pp. 66 and 67 of our 1955 report.) No substantive comments were 
furnished concerning other power-operation matters, statedly because the Gen- 
eral Accounting Office was giving futrher consideration to those observations. 
Two of the three paragraphs of the comments by the Office of the Secretary of 
the Interior concerning the wheeling rate were*quoted verbatim in our 1956 
report. (See p. 12.) The third paragraph indicates disagreement with the 
basis for our conclusion that the wheeling rate of 1 mill per kilowatt-hour was 
high when applied to large powerloads, but this paragraph concludes with the 
following statement: 

“The Bureau normally absorbs 1 mill plus losses in wheeling as an adequate 
fee for use of a third party’s facilities in lieu of constructing its own facilities. 
It was also known that the wheeling fee of 1 mill per kilowatt-hour paid 
P. G. & E. for large quantities of energy over a relative short distance to SMUD 
(Sacramento Municipal Utility District) was too high. That is why it was 
essential that either the Bureau or SMUD should construct transmission lines.” 


This comment is precisely in accord with the purposes of our reported 
observation. 


AUDIT REPORT DATED DECEMBER 11, 1957, TO THE CONGRESS 


The reply by the Department of the Interior dated November 27, 1957, as it 


applied to our observations on power operations in the 1956 audit report, was 
as follows: 
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“Wheeling rate under transmission and exchange service contract with Pacific 
Gas & Electric Co. 


“Supplemental comments: The Department's reply to the prior recommenda- 
tion in this regard is partially quoted on page 55 of the report. However, signifi- 
eance also should be attached to our previous comments, not quoted, that at the 
time the contract was executed, Pacific Gas & Electric Co. had the only existing 
power-wheeling facilities, and under congressional declaration it was mandatory 
for the Bureau to seek a reasonable wheeling contract with the company rather 
than construct Federal transmission lines. 


“Operations under sale and interchange contract with Pacific Gas & Electric Co. 


“Supplemental comments: Comments in the report under this caption are 
voluminous. Although, from a theoretical view, some of the points may have 
merit, we reiterate our prior comment: The Pacific Gar & Electric Co. contract 
is believed to be the best contract that the Government could obtain for the sale 
of its surplus power and in the best interests of the Government. 


“Allocation of project dependable capacity to Bureau customers 


“The problem of allocation of additional power available from Folsom and 
Nimbus powerplants is currently under study by the Bureau and the Depart- 
ment. It is anticipated that the additional power will be placed under contract 
with Bureau customers in the near future.” 

The comments under the first two captioned headings quoted above are con- 
sidered supplemental to the reply to our prior-year report. Revision was made 
in the report relating to the incomplete quotation of the Department’s comment 
on the wheeling rate. 

The several replies discussed above demonstrate, in our opinion, the recog- 
nition of the merit of our report observations by the Department of the Interior. 
In addition, we believe that the replies demonstrate that no salient facs were 
presented which we did not adequately consider and understand. 

With this background, a consideration of the comments concerning the audit 
reports by the General Accounting Office, which were made a matter of record 
during the hearings, appears appropriate. It should be pointed out at the outset 
that the existence of the circumstances described in our reports has not been 
disputed and, therefore, we will not repeat a description of those circumstances. 
Also, during the hearings a representative of the Pacific Gas & Electric Co. 
(P. G. & E.) indicated that his company is willing to renegotiate the contracts 
under question if the Secretary of the Interior believes that our report comments 
justify such renegotiation. Therefore, comments by us on the testimony by 
P. G. & E. appear unnecessary, and moreover these comments by P. G. & E. do not 
appear to differ substantively from the statement by the Department of the 


Interior. Our specific comments on the statement by the Department of the 
Interior concerning our reports follow : 


WHEELING RATE 


This matter is discussed on pages 66 and 67 of our 1955 report and pages 41 
and 42 of our 1956 report. 

The statement supplied for the record by the Department concedes that wheel- 
ing power to SMUD was undesirable in view of the size of the load, the assurance 
of continuity of wheeling service, and the costs involved in wheeling. We have 
pointed out earlier (see p. 6) that the Department stated that the wheeling fee 
of 1 mill for the SMUD load was too high. The Department’s statement con- 
cludes with the comment that the 1-mill rate is not in prospect for the San Luis 
unit pumping load. 

The Department’s statement indicates disagreement with the basis for our 
conclusion that the 1-mill rate was high when applied to large loads. Since the 
Department’s statement agrees with our conclusion, little point would be served in 
further discussion on the basis for the conclusion. The statement by the Depart- 


ment, however, did not contain all pertinent matters which we considered in 
reaching our conclusion. 


CENTRAL VALLEY PROJECT CAPACITY 


Our audit reports for the fiscal years 1953, 1954, 1955, and 1956 have contained 
comments on three principal observations relating to the power capacity of the 
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Central Valley project. These observations, together with page references to: 
our 1956 report, are: 


Pages 
Understatement of dependable capacity__......__.__.______--____-__. 43 to 45. 
Capacity available to the Pacific Gas & Electric Co. in excess of that 
I I a NR aa _. 45 and 46. 
Credit to the company for dependable capacity demand by prefer- 
I iain cncetipbetr nk ce amelie at eS 46 and 47. 


To provide a basis for an understanding of these reported observations, a brief 
description of the relationship of the Central Valley project power system to 
the power sy stem of the Pacific Gas & Electric Co. is essential. 

The company’s power system surrounds the Central Valley project system and, 
by agreement between the company and the Bureau of Reclamation, the Central 
Valley project transmission system has been interconnected with the company’s 
system. The effect of this arrangement is that all power not used for project 
pumping purposes and by preference customers directly served by the Bureau 
flows into the company’s system. 

Only 3 of the 25 Bureau of Reclamation Central Valley project preference 
customers are served directly by the Bureau’s system. The 22 customers not 
served directly by the Central Valley project system are served by the com- 
pany’s system. Most of the Bureau’s customers actually do not receive energy 
generated solely by the Central Valley project. This method of operation is 
called exchange of power because the company takes the Central Valley project 
power into its system but provides from its system for the requirements of Bureau 
customers which are not directly served by the facilities of the Central Valley 
project. The significance of this method of operation with regard to our reported 
observations is that the company is free to schedule the power production capabil- 
ity of the Central Valley project not required for direct service to the Bureau 
customers in a manner best designed to suit its system requirements subject to 
the limitations described in the following paragraph. Based on the above, it 
ean be fairly stated that the Central Valley project system can be used by the 
company as though it were one of its own plants. 

The Department’s statement states that the Pacific Gas & Electric Co. power 
dispatchers schedule the generation of power by the Central Valley project plants 
based on the availability of water for release through the powerplants. Al- 
though this fact is included in the Department’s statement, the full significance 
of this fact is not disclosed. Release of water through the Shasta and Folsom 
powerplants, and consequently the generation of power, can be scheduled with 
cecnsiderable flexibility by the company dispatchers because water released 
through these plants is restored and reregulated by the Keswick and Nimbus 
reregulating dams downstream from Shasta and Folsom Dams, respectively. 

Taking into consideration all of the above facts, the Central Valley project 
system is ideal, as an integrated part of the Pacific Gas & Electric Co. system, 
to provide peaking capacity for the company system. As stated in our 1956 re- 
port, it should also be noted that the company reported to the Federal Power 
Commission that 518,000 kilowatts would be available from the Central Valley 
project to help serve the peak demand of its integrated system based on an ad- 
verse water year. This availability of capacity also provides the basis of value 
to the company. 

The statement by the Department points out that the minimum load capability 
continuously available from the Central Valley project system during the most 
adverse water conditions, after deducting the project load, was some 450,000 
kilowatts, the low points occuring during April and October of the dry cycle. In 
other months during the dry cycle, the continuous availability would exceed 
450,000 kilowatts. If the Pacific Gas & Electric Co. system peak were to occur 
consistently during either of those months under integrated conditions, and if we 
were to disregard other pertinent considerations discussed in this statement as 
well as in our reports, we would agree that the Central Valley project dependable 
capacity was fairly established at 450,000 kilowatts. Our reviews have shown 
that the company’s integrated system peak generally occurs during the summer 
months when the continuous availability of Central Valley project capacity is the 
greatest. 

Considering all reasons stated above, as well as those reasons stated in our 
reports, we believe that the Bureau of Reclamation has not derived appropriate 
benefits from the integration with the company’s system for purposes of estab- 
lishing Central Valley project dependable capacity, with the result that the 
dependable capacity has been understated. 
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Commenting on our report observation that the company has taken advantage 
of the capacity in excess of that declared available to it for billing purposes, the 
Department’s position, as presented in its statement, is that such capacity, has 
value only to the extent that it is available to the company for a 5-month period. 
The contract between the company and the Bureau (175r-3428, amendment No. 
3, pp. 6 and 7) requires that the Bureau provide the company with a forecast of 
power availability for 4 months. During the period of our audit, the Bureau 
provided a forecast for 6 months and this forecast was adjusted on a monthly 
basis. The Bureau has thus more than met the minimum forecast requirements 
and provided the company with a basis for scheduling the Central Valley project 
system capacity in its integrated system beyond what was required by contract. 

In addition, our audits have shown that demands were established on the 
Central Valley project capacity, in accordance with scheduling by company dis- 
patchers, which were consistently in excess of the nondependable capacity de- 
clared available to it. The company has been able to call upon such excess 
capacity for use in its integrated system because of knowledge gained from 
actual operations of the characteristics of the Central Valley project capabilities 
when integrated in its system. We believe it to be fundamental that the capacity 
of the Central Valley project would not be used in the company’s integrated 
system unless a demand were placed on that capacity by the customers of the 
company and, since the Central Valley project capacity met such requirements, 
it was valuable to the company. 

With respect to the comments on our report observation concerning the in- 
equitable dependable capacity credit to the company for preference customer 
demand, the position is presented in the Department’s statement that the ratchet 
provision is not uncommon in electric power rates. Also, the position is stated 
that the difference between the actual credit to the company and the maximum 
coincidental demands by the preference customers, which we believe would be the 
more appropriate credit in the circumstances, is not a fixed amount and there- 
fore could not be counted upon as a firm resource. 

We do not disagree that the ratchet provision may be common in the utility 
industry in the circumstances where a utility provides power service to 2 cus- 
tomer. However, Bureau customers have been billed on the basis of the in- 
dividual monthly coincidental demands at the customer’s points of interconnec- 
tion as adjusted for transmission losses. In no ease, during the period of our 
review did we find that a ratchet provision had been applied to Bureau cus- 
tomers. Moreover, the company is in the position of a user of power in the cir- 
cumstances as described in our audit report observation and should therefore be 
billed for that dependable capacity reasonably available for its use. We believe 
that a credit to the company for dependable capacity demand of the preference 
customers that is based on the monthly maximum coincidental demands fairly 
produces this result because the company would be given credit for the highest 
dependable capacity used by all preference customers, measured together, at 
any time during the month. The balance remaining would be the lowest amount 
of dependable capacity which would always be available to the company during 
the month, and, at most times during the month, more dependable capacity would 
be available to the company. 

We recognize that changes in contract terms to give effect to our report ob- 
servations cannot be accomplished unilaterally by the Department of the In- 
terior. 

ADJUSTMENT FOR LOSSES IN POWER TRANSMISSION 


This matter is discussed on pages 72 to 74 of our 1955 report and on pages 
47 and 48 of our 1956 report. Our reports for the fiscal years 1952, 1953, and 
1954 also included comments on this subject. 

The issue here resolves to one basic consideration, that is, whether the deter- 
mination and billing of capacity and energy deliveries to the Pacific Gas & 
Electric Co. should be at the point where such capacity and energy are taken 
into the company’s system or, stated in another way, at points of interconnection. 

The Department’s statement comments that the Tracy switchyard was the 
only point of interconnection agreed upon originally and that the company would 
not agree to treat Cottonwood as a delivery point for billing purposes. These 
comments indicate to us that the Department attempted to obtain agreement 
from the company that actual points of interconnection would also be used as 
the points for determining energy deliveries for billing purposes. We do not 
believe that this fact can be interpreted other than as agreement with the pur- 
pose of our report presentation. Power deliveries for billing other customers 
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using Central Valley project power are measured at points of interconnection, 
and we understand that this practice is also an accepted practice in the electric 
utility industry. 

The statement by the Department contains no specific comment on the fact 
that the Pacific Gas & Electric Co. may dispatch Central Valley project power 
received at Cottonwood with more versatility than would be available to the com- 
pany if all Central Valley project power were delivered to the Bureau’s Tracy 
switchyard. The only possible reference to this matter in the Department’s 
statement is the comment that substantial operating advantages to both parties 
resulted from the integration of the Central Valley project power system with 
the company system at Cottonwood substation. 


PURCHASE OF REACTIVE REQUIREMENTS 


This matter was presented on page 74 of our 1955 report and page 48 of our 
1956 report. Our report for 1954 also included comments on this subject. 

Essentially our position, as stated in these reports, is twofold. First, we 
stated that the Tracy pumps were capable of producing reactive power during 
fiscal year 1955 which would have resulted in a credit against the contract 
amount of $108,000 payable to the Pacific Gas & Electric Co., and, although such 
capability existed, no credit was received during fiscal year 1955. The Depart- 
ment’s statement comments upon a rebate of about $6,700 negotiated in fiscal 
year 1956 with the company on the basis of the availability of the Tracy pumps 
for the production of reactive power, which we believe demonstrates the merit 
of the first phase of our reported position. 

The second phase of our reported position was that the anticipated large load 
at Ames Laboratory which occasioned the necessity for the contract did not 
materialize and, therefore, the United States received little if any consideration 
for the payment of $108,000 to the company. The comments contained in the 
statement by the Department do not disagree with our report comment that the 
anticipated large Ames Laboratory load, which was the basis for negotiation of 
the reactive power contract, did not materialize but concludes that refusal, 
on the part of the Bureau of Reclamation, to make payments to the company 
in accordance with the contract would have resulted in default of the Govern- 
ment’s obligation under the contract. 

We believe that the contract should have provided that, in the event the condi- 
tions which necessitated the negotiation of the contract did not occur, the obliga- 
tion on the part of the United States to make payment under the contract would 
be subject to renegotiation. We believe that such a provision reasonably should 
have been included in the contract especially in view of the fact that, at the time 
of the negotiation of the reactive-power contract, there was controversy at various 
levels of the Department of the Interior and Bureau of Reclamation about whether 
the anticipated Ames Laboratory load could be served due to the load characteris- 
tics. 

ALLOCATION OF PROJECT DEPENDABLE CAPACITY TO BUREAU CUSTOMERS 


This matter is discussed on pages 49 and 50 of our 1956 report. 

The comments included in the statement hy the Department of the Interior 
do not take exception to our report presentation and no addtional comment by us 
appears to be required. 


HOUSE OF REPRESENTATIVES, 
Washington, D. C., February 20, 1958. 
Hon. WAYNE N. ASPINALL, 
Chairman, Subcommittee on Irrigation and Reclamation, 
Interior and Insular Affairs Committee, 
House of Representatives, Washéngton, D.C. 

DeAR WAYNE: Reference is made to the letter of February 14, 1958, addressed 
to you from Mr. Joseph Campbell, Comptroller General of the United States, 
transmitting a statement by the General Accounting Office on audit reports related 
to Central Valley project. 

I understand that, pursuant to unanimous-consent request granted in the sub- 
committee, Mr. Campbell’s letter and the statement have been ordered to be made 
a part of the record of the hearings on H. R. 6997 and related bills concerning 
joint development of waterpower resources of the Trinity River division, Central 
Valley project. 
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I am attaching my comments on the Comptroller General's statement in which 
I summarize and point up the solid facts in that statement, and ask that my 


comments be made a part of the record immediately following the Comptroller 
General’s statements. 


Sincerely yours, 


CLAIR ENGLE, 
Member of Congress. 


STATEMENT OF CONGRESSMAN CLAIR ENGLE REGARDING THE COMPTROLLER GEN- 
ERAL’S COMMENTS ON THE INTERIOR DEPARTMENT'S TESTIMONY COVERING THE 
COMPTROLLER GENERAL’S AUDIT REPORTS TO CONGRESS ON THE CENTRAL VALLEY 
BASIN 


The Comptroller General, under date of February 14, 1958, transmitted to our 
committee a statement by the General Accounting Office on audit reports related 
to Central Valley project. I specifically asked the Comptroller General to com- 
ment on the testimony of the Interior Department witnesses regarding the 
Comptroller General’s repeated criticisms of the present power contracts be- 
tween the Pacific Gas & Electric Co. and the Federal Government referred to in 
the hearings on the bills presently under consideration by our committee involv- 
ing the so-called partnership proposal for the Trinity River power facilities. 

The Comptroller General’s criticisms of these existing contracts for wheeling, 
sale, and interchange of CVP electric energy have been a major factor in the 
committee’s consideration of legislation to permit the Pacific Gas & Electric Co. to 
construct the power facilities of the Trinity River project, because the company’s 
proposal involves also the extension of these existing contracts for a 50-year 
period. 

During the committee’s recent hearings, both the Pacific Gas & Electric Co. and 
the Department of Interior maintained that the Comptroller General’s criticisms 
were for the most part not valid. 

Comptroller General Campbell advised the committee that he was furnishing 
this additional statement for the committee’s information and consideration in 
view of the extensive discussion of this matter during the hearings. 

The Comptroller General’s statement points out that the GAO audit report on 
Central Valley project operations was submitted to Interior and discussed with 
Interior representatives prior to submission of the report to the Congress. “We 
believe,” says the Comptroller General, “that the Department of the Interior 
and Bureau of Reclamation have had a reasonable opportunity to submit all 
pertinent facts, and that we have properly understood and presented the facts 
in our reports.” Referring to the detailed statement submitted to the commit- 
tee by the Department in attempting to justify the provisions of the contracts, 
the Comptroller General advises that “although the Department’s statement 
does not persuade us to change the position taken by us in the reports, we believe 
that the nature of the comments in the February 3, 1958, statement requires the 
presentation of the comments previously furnished to us by the Department after 
its reviews of the reports.” After discussing the Bureau’s comments on the audit 
reports, the Comptroller General states, “We believe that the replies demonstrate 
that no salient facts were presented which we did not adequately consider and 
understand.” 

After indicating that the General Accounting Office had not changed its posi- 
tion as a result of information recently submitted to the committee, the Comp- 
troller General’s statement discusses at some length some of the major criticisms 
of the contracts. With respect to the wheeling rate, he noted that the Depart- 
ment was now in agreement that their rate was too high when applied to large 
loads. 

With respect to the project’s dependable capacity, the Comptroller General 
pointed out “that the company is free to schedule the power-production capability 
of the Central Valley project * * * in a manner best designed to suit its system 
requirements * * *, it can be fairly stated that the Central Valley project system 
can be used by the company as though it were one of its own plants * * * the 
Central Valley project system is ideal, as an integrated part of the Pacific Gas & 
Electric Co. system, to provide peaking capacity for the company system.” The 
Comptroller General’s statement then reiterated, “We believe that the Bureau 
of Reclamation has not derived appropriate benefits from the integration with 
the company’s system for purposes of establishing Central Valley project dependa- 
ble capacity, with the result that the dependable capacity has been understated.” 
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The Comptroller General's statement further noted that power demands of the 
company were established on the basis of Central Valley project capacity, and 
that such capacity met the demands and was, therefore, valuable to the company, 

With respect to the dependable-capacity credit to the company for preference- 
customer demand, the Comptroller General again pointed out the preference 
treatment given the company that was not given other customers for Central 
Valley project power, and reiterated the GAO position that the company should 
be billed for dependable capacity available for its use. 

With respect to losses in power transmission, the Comptroller General stated, 
“The issue here resolves to one basic consideration; that is, whether the deter- 
mination and billing of capacity and energy deliveries to the Pacific Gas & Electric 
Co. should be at the point where such capacity and energy are taken into the 
company’s system or, stated in another way, at points of interconnection.” The 
Comptroller General had criticized the provision in the contract whereby loses 
were based upon delivery at the Bureaus Tracy switchyard while the power 
actually was delivered to the company system at Cottonwood, a point about 200 
miles nearer the point of generation. The Comptroller General’s statement 
pointed out that power deliveries for billing other customers using Central 
Valley project power are measured at points of interconnection, and that it was 
GAO’s understanding that measurements at points of interconnection is an 
accepted practice in the electric-utility industry. The Comptroller General reiter- 
ated that this procedure of taking arbitrary losse based upon delivery at Tracy 
resulted not only in the company’s being billed for less energy than it received, 
but that the company further benefitted by being able to dispatch Central Valley 
project power received at Cottonwood with more versatility that would be avail- 
able to the company if all Central Valley project power were delivered to the 
Bureau’s Tracy switchyard. 

After going over this latest statement of the Comptroller General, I am more 
convinced than ever that the Pacific Gas & Electric Co. is getting excessive and 
unjustified profits under its present contracts with the Federal Government 
relative to Central Valley project power operations. I cannot believe that Con- 
gress would permit these contracts to be extended for 50 years, as provided in 
the Trinity partnership proposal. 

I think the committee would be interested in my estimate of the amount of 
money that is being lost to the Federal Government and which, as the Comptroller 
General says, results in excessive and unjustified profits under these contracts, 
This amount is more than $1 million a year, or $50 million over the 50-year 
period, and is arrived at as follows: 


FREE DEPENDABLE CAPACITY 


On the basis of figures developed by the GAO showing that P. G. & B. Co. 
received free dependable capacity valued at $1.3 million over 414 years, the aver- 
age annual underpayment by P. G. & E. is $290,000. 


FREE ENERGY 


The sales and interchange contract provides for billing the P. G. & E. Co. for 
energy and capacity measured at generation less 9 percent for transmission losses. 
The 9 percent was arrived at by considering the load center at Tracy. The 
company takes the energy into its system at Cottonwood and there is practically 
no loss. Therefore the company receives about 9 percent of its energy free. On 
the basis of fiscal year 1956 figures the company received about 110 million 
kilowatt-hours of energy it was not billed for. At 3 mills per kilowatt-hour, about 
the average paid by P. G. & E. Co., and assuming fiscal year 1956 to be an average 
year, the average annual underpayment by the company would amount to $330,000. 


EXCESSIVE WHEELING RATE 


(a) Wheeling charge in contract is 1 mill per kilowatt-hour. 

(b) Bureau of Reclamation studies at time wheeling contract was negotiated 
indicated wheeling service should be provided for about one-half mill per kilowatt- 
hour. 

(c) P. G. & E. has offered wheeling service for San Luis at one-third mill per 
kilowatt-hour. 

Considering the above, one-third mill per kilowatt-hour appears to be a more 
reasonable charge than 1 mill, that being the amount for which the P. G. & F. 
Co. offered to wheel power for the San Luis project. Assuming one-third mill 
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per kilowatt-hour and on the basis of the wheeling expense during fiscal year 1958 
of $646,000 the annual overpayment by Federal Government under the existing 
contract is $430,000. 


Summary 
Te: GNU GI a iiss sa ete eee $290, 000 
Br CU ncaa Ss hee eddie pean oases eniaeata sottndncia 320, 000 
recemstve wietiing rate... fi ks Kt a es cine 430, 000 
UAE CE ia ccseciagsicticisaccctitmitciamitnianaiinil i oa al el ae ee ae 1, 040, 000 


From the foregoing it will be seen that over the 50-year payout of the Trinity 
River project the total excess payments to the Pacific Gas & Electric Co. will 
amount to some $52 million, which is roughly equal to the caiptal investment in 
the powerhouses that the P. G. & B. Co. contends it is saving the Federal Govern- 
ment. 
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APPENDIX 


Lerrer oF Fepruary 12, 1957, From tHe SECRETARY OF THE INTERIOR 
TO THE SPEAKER OF THE House oF REPRESENTATIVES, TRANSMITTING 
A Report Witu Respecr Tro THe Status or NecorratTions WitH 
Prospective PURCHASERS OF THE Fatuinc Water To Bre Propucep 
BY THE Trinity River Division oF THE CENTRAL VALLEY ProJEcT, 
Pursuant To Pusrtic Law 386, 84rH ConareEss 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 12, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: Under Public Law 386 of the 84th 
Congress, 1st session, approved on August 12, 1955, it becomes my 
duty to report to the Congress at this time with respect to the present 
status of negotiations with prospective purchasers of the falling water 
to be produced by the Trinity River division of the Central Valley 
project. As a constituent part of my report, I am also required to 
submit the terms of any proposed agreement that may have been 
reached together with my recommendations thereon. The act also 
specifically provides that any such agreement shall not become 
effective until approved by the Congress. 

Under proper delegation the Commissioner of Reclamation has 
conducted these negotiations to date. I am enclosing herewith a 
copy of the Commissioner’s report to me which indicates the results 
of these studies and negotiations. I am assured by the Commissioner 
of Reclamation that ample opportunity was given to all prospective 
preference and nonpreference purchasers. It is my understanding 
that only the Pacific Gas & Electric Co. indicated any desire to 
purchase Trinity falling water. As a result of the negotiations under 
the supervision of the Commissioner, and conducted through the 
Sacramento Regional Office of the Bureau of Reclamation, the Pacific 
Gas & Electric Co. has submitted an offer to the Department for joint 
participation in the construction of the Trinity River division of the 
Central Valley project. The attached report of the Commissioner 
summarizes the offer of the company and states the impact of the 
proposal, if accepted, on the project as now constituted and as it 
would be constituted if the Congress should see fit to authorize the 
inclusion of the San Luis unit as a part of the Central Valley project. 

As the Commissioner’s report indicates, $4,141,000 annually would 
be required to amortize the portion of the cost of the joint-use facili- 
ties assigned to power and to pay an appropriate share of the opera- 
tion, maintenance, and replacement costs under a joint development 
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of the Trinity River division. This figure includes interest during 
construction, charged as part of the cost. The company has offered 
to make an annual payment to the United States under a formula 
which it is estimated would produce an average of $4,617,000 annually 
in revenues to the project over the 50-year period of the contract’s 
life. Under the joint plan of development proposed by the Pacific 
Gas & Electric Co., the payments by the company to the United 
States would cause the estimated surplus credited to the project at 
the end of the year 2013 to be somewhat over $165 million greater 
than it would be if the power facilities of the Trinity River division 
were to be constructed by the Federal Government. This figure does 
not reflect the potential San Luis division being constructed by the 
Federal Government as a part of the Central Valley project. If it is 
assumed that the San Luis project is constructed by the Federal 
Government, then the advantage in the surplus credited to the project 
as a whole would be $124 million under joint development. 

However, under Federal development the Government would own 
the power facilities at the end of the 50 years. Under joint develop- 
ment it would be necessary for the Federal Government, if it should 
elect to acquire the power facilities from the company at the end of 
that time, to reimburse the company for its net Investment remain- 
ing at that time. In addition, the Government would be required to 
pay the company severance damages. In view of the fact that the 
unamortized balance of the company’s investment at the end of 50 
years could not be a substantial sum, this difference between all-Fed- 
eral and joint development by no means appears to be the equivalent 
of the financial advantage to the project and the Federal Treasury 
during the 50-year life of the proposed agreement. 

I am advised by the Commissioner of Reclamation that it would be 
necessary to increase project power rates by 0.9 of a mill per kilowatt- 
hour, or 20 percent, to accumulate the $165 million differential in 
surplus to the project under all-Federal construction. Of course, 
taxpayments would be eliminated under such an assumption; and 
estimated savings to preference customers would have to be reduced 
commensurate with the increased rates. 

It should be noted also that the Commissioner’s report states that 
the capital investment of the United States would be reduced by 
$55,500,000. This represents an immediate lessening of demands on 
the Federal budget in the next few years, or this sum could be diverted 
to the construction of other needed reclamation projects. 

The substantial increase in the Central Valley project surplus which 
would result from joint development represents project revenues that 
could be available to assist further irrigation and multipurpose devel- 
opment. Under the present Central Valley rate structure the Trinity 
power facilities, if built by the United States, would require substantial 
assistance from other project revenues in order to meet repayment 
requirements. Joint development under the proposed agreement 
would convert Trinity falling water into a substantial net asset of the 
project. 

Without considering the effect of including the San Luis unit, the 
Commissioner estimates that Federal construction of the Trinity 
River division would permit the Central Valley project to support a 
preference customer load of 650,000 kilowatts. If constructed under 
the proposed agreement, he estimates the project would support only 
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a load of 400,000 kilowatts from existing plants (of which nearly 
three-fourths is committed to 1 preference customer by long-term 
contract). ‘The Commissioner states that, assuming both private and 
proj ect rates at present levels, preference customers would pay $86 mil- 
ion more for 250,000 kilowatts of private utility power than for 
project power over the life of the agreement. He points out that of 
this sum $29,500,000 would be an additional cost of power used by 
Federal installations in California. 

Against this cost factor to preference agencies must be offset the 
large differential in project surplus ($165 million) noted above, and 
$135 million in taxes estimated by the company to be paid by it to 
Federal, State, and local governments. 

Assuming that the San Luis unit is authorized and constructed as 
part of the Central Valley project, the Commissioner estimates that 
the project, including all-Federal construction of Trinity, could 
support a preference customer load of 470,000 kilowatts, or 180,000 
kilowatts less than otherwise because of pumping energy requirements 
for San Luis. Under the company’s proposal the Commissioner states 
that the project could support only the long-term contract with the 
Sacramento Municipal Utility District calling for 290,000 kilowatts 
and other relatively minor preference loads. 

The report of the Commissioner states that, with San Luis con- 
structed, private power would cost preference customers about $118 
million more than the Federal power that would be developed under 
all-Federal construction, under present project and private rates. Of 
this sum $71 million would be a cost to Federal installations in the 
area and $47 million to State and local preference customers. Using 
the same analysis as above, joint development would produce the 
following offsetting factors: (1) $124 million in additional surplus for 
a development (less such costs as may be incurred if the power 
acilities are acquired at the end of the contract term); and (2) $135 
million in taxes to the Federal, State, and local governments. Federal 
taxes alone would nearly equal the additional cost to Federal installa- 
tions. 

Furthermore, the estimates of additional power capacity which 
would result from all-Federal construction assume continuous integra- 
tion with the company’s system on the same terms and conditions for 
the 50-year payout period as the company offers as part of its con- 
sideration for purchase of Trinity falling water. The existing sale 
and interchange contract expires in 1961. A vital part of the com- 
pany’s Trinity proposal is its offer to extend this contract for the 50- 
year life of the Trinity agreement, with amendments which are more 
favorable to the Government than the existing contract. It is my 
understanding that the Commissioner’s estimate of 470,000 kilowatts 
(with San Luis) of capacity for preference customers is contingent 
on the company’s willingness to offer the same integration with the 
company’s system in the event its Trinity proposal is not accepted. 
The company offers to firm up a preference customer load of 450,000 
kilowatts, with or without San Luis. If it appears desirable to devote 
more of the project revenues to the purchase of firming energy, or to 
raise rates somewhat, the supported loads under joint development 
could be increased above the amounts indicated by the Commissioner’s 
report. 

I am not unmindful of the fact that acceptance of the company’s 
proposal would render it impossible to comply with two of the restric- 
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tions contained in the act. The first of these is the provision which 
requires that contracts for the sale and delivery of the additional 
electric energy available from the Central Valley project power sys- 
tem as a result of the construction of the plants authorized and their 
integration with that system shall be made in accordance with prefer- 
ences expressed in the Federal reclamation laws. The second of 
these is the requirement that a first preference be given to preference 
customers in Trinity County, Calif., to the extent of 25 percent of the 
additional energy added to the Central V alley project as a result of 
the construction of the Trinity River division. Since joint develop- 
ment of the Trinity resource would add no energy to the Central 
Valley project power system, except to the extent that the company 
provides support under its proposed amendments to the existing 
sales and interchange contract, it appears that there would be no 
power from which to satisfy either of the two restrictions mentioned. 
The company’s proposal would provide Trinity County with power- 
plant values to be added to its local tax base as an offset to its first 
preference position under all-Federal construction. 

I recognize that the takeover provisions contained in the proposed 
Trinity agreement are consistent with the provisions contained in 
the Federal Power Act for licensed projects under that act. Never- 
theless I should much prefer to have a more tangible test of severance 
damages than that contained in the proposed agreement. It is my 
view that the Federal Government should have the most favorable 
opportunity possible to exercise its option to take over and operate 
the Trinity power facilities at the end of the contract period. This 
view does not mean that I would care to speculate whether that would 
be to the advantage of the Government 50 years hence. It might 
well be that the Federal Government could negotiate an extension 
of the falling water contract under terms which would provide a con- 
tinuation of substantial benefits to the people of the project area that 
would outweigh the advantages to be achieved through Federal 
operation of the plants. 

In my opinion, it appears clear from the report of the Commissioner 
that joint development would provide substantially more — for 
potential irrigation and multipurpose development in the Central 
Valley project area. This means that the power resource of the 
Trinity River division under joint development would provide the 
greater benefit to the project area and to the Nation asa whole. This 
is consistent with my view that our water resources should be de- 
veloped in the manner best suited to comprehensive use of those 
resources. 

I am also conscious of the fact that the basic purpose of the reclama- 
tion program is the development of irrigation water supply and the 
reclamation of land. Electric power is generated as an incident to the 
basic purpose of the program. It seems to me that the development of 
the power resource of the Trinity River division under a joint proposal 
such as that offered by the company would mean that power would 
become a better partner of irrigation development in the Central 
Valley project area than under all-Federal construction. 

Accordingly, I find the proposal of the Pacific Gas & Electric Co. 
to be acceptable generally, and recommend approval by the Congress, 
subject to thorough consideration of the provision for severance dam- 
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ages in the event the United States should exercise its election to take 
over the power facilities at the end of the proposed contract period. 
Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
BurBAv OF RECLAMATION, 
Washington 25, D. C., February 11, 1957. 
The SECRETARY OF THE INTERIOR. 


Sir: Public Law 386, 84th Congress, Ist session, approved”™on 
August 12, 1955, which authorized Federal construction of the Trinity 
River division as an addition to and an integral part of the Central 
Valley project, California, contains the following proviso: 

* * * That the Secretary [of the Interior] is authorized and directed to continue 
to a conclusion the engineering studies and negotiations with any non-Federal 
agency with respect to proposals to purchase falling water and, not later than 
18 months from the date of enactment of this Act, report the results of such 
negotiations, including the terms of a proposed agreement, if any, that may be 


reached, together with his recommendations thereon, which agreement, if any, 
shall not become effective until approved by Congress. 


This letter, together with its enclosures, constitutes a report on the 
results of studies and negotiations undertaken pursuant to the above- 
quoted proviso. 

The provisions of Public Law 386 were brought to the attention of 
all agencies having possible interest in purchasing the use of falling 
water of the Trinity River division. Of the many agencies contacted, 
only the Pacific Gas & Electric Co. has indicated a desire to purchase 
the use of falling water to be diverted through the Trinity River 
division project works. Studies and negotiations carried out pursuant 
to the authorizing act have resulted in an offer by the company pre- 
sented in drafts of three proposed contracts entitled respectively: 
“‘(1) Agreement for Purchase of Use of Falling Water and License to 
Develop Electric Power’’, dated December 17, 1956 as revised January 
24, 1957; (2) Amendment No. 4, dated January 30, 1957, of “Contract 
for the Sale and Interchange of Electric Power and Energy Between 
United States and Pacific Gas & Electric Co. (symbol and No. I75r- 
3428)”; and (3) “An amendment yet to be received of the contract 
for Transmission and Exchange Service (symbol and No. 175r-2650).” 
These three documents were developed after months of detailed nego- 
tiation which covered, among other things, the physical plan of devel- 
opment and the principles of operation, coordination, and repayment 
involved. ‘The first draft of a complete proposal was submitted on 
December 5, 1956. Modifications and revisions to this proposal, 
resulting from detailed negotiations over the past 2 months, are 
reflected in the current company offer. 

In considering the company’s offer, it should be kept in mind that 
Central Valley project power is currently integrated with the com- 
pany’s system, under contract which expires in 1961. The existing 
contract assures priority of use of water for irrigation, navigation, 
flood control, and other nonpower purposes and permits the sale of a 
large block of dependable power to aid in project repayment. The 
company by letter of February 29, 1956, has expressed willingness to 
continue the integrated operation of its system with that of the Central 
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Valley project if Trinity power were developed by the Federal Govern- 
ment. For purposes of analysis it has been assumed such a continua- 
tion would extend through the payout period (year 2013). The com- 
pany’s offer to construct the Trinity plants is based on similar integra- 
tion arrangements with provision, of course, for the company to pur- 
chase falling water energy and sell the product to its customers inde- 
pendently. 


PHYSICAL PLAN OF DEVELOPMENT 


The general plan adopted for the Trinity River division, shown on 
the attached map, is essentially the same as that presented in House 
Document 281, 84th Congress, 2d session. Except for ownership and 
slight differences in the size of power installations and division of 
operating responsibility, the same plan would govern either an all- 

ederal project or a joint development. The project plan includes a 
major storage feature, Trinity Reservoir, with a capacity of 2,500,000 
acre-feet. Releases from this reservoir will be passed through the 
Trinity powerplant and then reregulated in a small reservoir to be 
formed behind the Lewiston diversion dam. This structure will con- 
tain outlets to release adequate water to meet the downstream require- 
ments of the Trinity River Basin, including those of the important 
Trinity River fishery. Water not released for downstream use in 
the Trinity River Basin will be diverted at Lewiston diversion dam 
into the Clear Creek tunnel and dropped through the Clear Creek 
powerplant into the 250,000-acre-foot Whiskeytown Reservoir on 
Clear Creek, a tributary of the Sacramento River. From this point 
the water from Trinity River and surplus flows from Clear Creek 
will flow through the Spring Creek Tunnel to the Spring Creek power- 
plant and into Keswick Reservoir on the Sacramento River. Some 
water will be diverted directly from Whiskeytown Reservoir to serve 
lands in southwestern Shasta County. By proper distribution of the 
Trinity River division water supply usable for irrigation, and making 
maximum use of return flows and available surplus flows, a yield of 
1,422,000 acre-feet per year will be provided to serve ultimate irriga- 
tion water requirements of the Shasta County area, the Sacramento 
canals unit, and other authorized service areas in the Central Valley 
project. 

SUMMARY OF DRAFT OF AGREEMENT 


Construed together, the proposals, if executed into contracts, would 
establish a relationship between the Pacific Gas & Electric Co., and 
the United States under which certain power features of the Trinity 
River division would be built by the company, the company would 
pay for the use of the falling water diverted from the Trinity River 
into the existing Keswick Reservoir, and the company would integrate 
the power of existing and future Central Valley project hydroelectric 
plants with its system for delivery to existing and future pareess 
pumping plants and preference agencies or for purchase by the 
company. 

This relationship, if established, would provide the following: 

(1) The United States would construct, at its own cost, the water 
storage and conveyance works comprising the following major features: 
Trinity Dam and Reservoir, Lewiston diversion dam and reservoir, 
Clear Creek tunnel and conduit, Whiskeytown Dam and Reservoir, 
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the Spring Creek tunnel and conduit, and the Cow Creek irrigation 
facilities. 

(2) The company would construct at its own cost three major power- 
plants; namely, Trinity (98,000 kilowatts), Clear Creek (133,000 kilo- 
watts), and Spring Creek (153,000 kilowatts), and facilities necessary 
to connect these plants with its system. 

(3) Releases of water through the Trinity system would be inte- 
grated with water releases from the existing Central Valley project 
features to supply the water requirements of the project in the same 
manner and in the same priorities as would be supplied under an all- 
Federal proposal. 

(4) Consonant with (3) above, releases of water through the Trinity 
system would maximize the power production potential for use in the 
company’s system. 

(5) The company would pay the United States at specified rates 
each month for use of falling water made available the preceding 
month. It is estimated that these payments would average $4,617,000 
annually over the 50-year contract period. 

(6) To accommodate existing and future irrigation pumping require- 
ments of the Central Valley project as well as more fully to integrate 
the Federal and company systems, the company would provide power 
on an exchange basis. 

(7) The company would firm Central Valley power generation 
through the exchange and sale of electric power to meet preference 
agency requirements up to a maximum of 450,000 kilowatts. However, 
under average water conditions and anticipated growing water use, 
the long range service load that can be met by the existing Central 
Valley project system is 400,000 kilowatts. It would therefore require 
extensive purchase of energy to meet preference agency requirements 
in excess of 400,000 kilowatts. 

(8) The company would purchase from Central Valley project 
plants, at the same rates provided in the existing contract, power in 
excess of project requirements and sales to preference agencies. 

(9) Consonant with the provisions of the Federal Power Act, upon 
2 years’ advance notice, the United States may acquire, at the end of 
the 50-year contract period, the power facilities constructed by the 
company. Acquisition would require payment for the company’s 
net investment in the project, not to exceed the fair value of the 
property taken, plus severance damages. Net investment and amount 
of severance damages, if any, would be determined by the Secretary 
of the Interior. 

(10) The amended contract for the sale and interchange of electric 
power and energy would remain in force throughout the 50-year con- 
tract period except as provided for cancellation. The existing con- 
tract and the amendment contain provisions for cancellation of the 
contract upon 3 years’ advance notice under the conditions (1) failure 
to agree on revision of rates, (2) failure to agree on redetermination 
of dependable capacity, and (3) in the event the United States shall 
construct or contract to acquire a source or sources of power other 
than project hydro plants. 

(11) The contract for transmission and exchange service as amended 
would remain in force throughout the 50-year contract period. 
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EVALUATION OF DRAFT AGREEMENT 


As part of the evaluation of the company’s offer of payment for 
the use of falling water, it was tested against two criteria, namely: 

(1) Would it return to the Federal Government the amount neces- 
sary to pay an equitable share of operating expense and amortize, 
with interest at 3 percent in 50 years, an equitable share of the esti- 
mated construction costs of those joint-use features, required to store 
and divert the Trinity water, which would be constructed by the 
Federal Government? 

(2) Would it be sufficient to maintain the Central Valley project 
on a basis no less favorable than if the Trinity power features were 
constructed by the Federal Government as a part of the Central 
Valley project? 

An appropriate allocation of construction costs of the Trinity 
River division joint-use facilities to the power-development function 
is estimated at $94,693,000. This is based on the separable costs- 
remaining benefits method of allocation. It takes into account 
taxes and interest rates associated with private construction of the 
powerplants and transmission system. The 3 percent 50-year amor- 
tization annuity for this allocation, as required by criterion (1) speci- 
fied above, is $3,680,000 a year. Three percent was used, to be 
consistent with analyses used on all other features of the Central 
Valley project, rather than the 24% percent rate previously used. 
Adding $173,000 as a reasonable share of operation, maintenance, 
and replacement expenses for the Federal facilities used for storing 
and diverting the water used for commercial power generation, results 
in a criterion (1) requirement for $3,853,000 a year. With the portion 
. the interest during construction associated with the joint-use 
facilities allocated to commercial power added to this requirement, the 
amount to be paid would be increased to $4,141,000, or by the amount 
of $288,000 annually. 

The second criterion is directed primarily to the financial status 
of the Central Valley project. The irrigation and municipal water 
revenues for the Central Valley project would remain the same under 
either all-Federal or joint construction of the Trinity River division. 
There follows a tabulation summarizing the financial effect on the 
Central Valley project. 

The all-Federal development assumes extending to the Trinity 
division policies and reclamation law which provide for sale (1) of 
power to preference agencies, (2) at lowest rates to all customers 
consistent with the financial needs of the project. 

The company offer is based on a long-term lease of the Trinity 
division power potential at its competitive (alternative steam power) 
value. 
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TaBLe I 
Item All-Federal | Joint devel- 
development opment 

Gross revenue (based on present rates) -...............-.-.-----.-.-.-----.-.-- $973, 912,000 | $929, 495, 000 
RUG NOME. os 56 oi dec sli Le bias addchceenubuniehae 333, 611, 000 250, 216, 000 
a I do isis ada dammna pase net bveiadaual 640, 301, 000 679, 279, 000 
Disposition of net revenue: 

SP INN EO. TRUNOUET occ ssc ccceccwsbindcdececsdonede 128, 878, 000 57, 906, 000 

EET ET a 292, 037,000 228, 563, 000 

De.) Fs oS i hy. bt ceo ded dd dee te 105, 528, 000 113, 550, 000 

PR Aiceidn ntti oncakhlsCaewhetiwsteciccuntatwimbaelakbea tsa 1113, 858,000 | | 279, 260, 000 





1 For comparison these 2 figures require an adjustment that cannot be determined at this time. Under 
all-Federal development at the end of the 50-year payout period the Federal Government would own out- 
right the fully amortized and operative Trinity River division power facilities, an equity of substantial 
value. Under joint development the Federal Government could acquire this equity only by payment to 
the company its remaining net investment plus severance damages. The effect of the required adjustment 
would be to reduce the difference in surpluses shown above. 


The above analysis of the effects of the proposal deriving from the 
negotiations with the Pacific Gas & Electric Co. demonstrates that 
the two criteria stated previously would be met as illustrated below: 

(1) The amount of average annual payment necessary to amortize 
the portion of the cost of the joint-use facilities assigned to power 
($94,693,000) is $3,853,000 ($4,141,000 with interest during construc- 
tion). The offer of payment ($4,617,000 average annual) would more 
than meet this requirement. 

(2) Under an all-Federal project, the surplus to the project at the 
end of a 50-year period would be $113,858,000 assuming extension to 
the Trinity division of current Federal power rates and power sales 
policies. Under the offer of the company, the 50-year surplus would 
be $279,260,000, less acquisition costs. 


RESULTS OF JOINT DEVELOPMENT 


The primary results of joint construction of the Trinity River 
division if accomplished under the proposed contracts would be 
threefold: 

(1) It would decrease the necessary capital investment in the 
Trinity division by the United States Government by an estimated 
$55,500,000. 

(2) It would maximize revenues to the United States through 
Central Valley project operation by increasing the estimated project 
surplus from $113,858,000 to $279,260,000, less acquisition costs, at 
the end of the repayment period (year 2013), or a net increase of 
$165,402,000, less acquisition costs. The company estimates it would 
pay in taxes over the 50-year period $70 million to the Federal Gov- 
ernment and $65 million to State and local governments. 

(3) It would limit the amount of power available to preference 
agencies at Central Valley project rates. Under the Trinity all- 
Federal project, a preference agency load of 650,000 kilowatts would 
be served. Under joint development, a preference agency load of 
400,000 kilowatts (or 250,000 kilowatts less) would be served. At 
present project and company rates, this would result in an estimated 
increased cost to those agencies of $86 million over a 50-year period. 
Of this increased amount, $29.5 million would be a cost to the Federal 
Government agencies. 
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WITH SAN LUIS UNIT ADDED 


The analysis shown above in (2) and (3) can be applied also under 
the condition of the Central Valley project including the potential 
but unauthorized San Luis unit. The plans for the San Luis unit 
would be altered to provide for off-peak pumping. This would re- 
quire additional pump capacity, provision of forebay and afterbay 
storage, and other adjustments at an estimated $50 million increase 
in cost of the San Luis unit. This would be necessary under either 
plan of Trinity River division construction. However, the present 
status of plans for integration of this proposed unit with the State of 
California’s Feather River project makes this analysis an approximate 
one, at best. 

(1) The company’s offer of payment would increase the surplus 
to the Central Valley project with San Luis unit added at end of the 
repayment period (year 2013) by $124 million over that earned under 
an all-Federal project at present power sales rates. 

(2) Under the all-Federal project including San Luis, a preference 
agency load of 470,000 kilowatts would be served. Under joint 
development, only the Sacramento Municipal Utility District 
(290,000 kilowatts) and other relatively minor preference loads would 
be served. The resulting cost to preference agencies because of the 
decrease in project power available (470,000 kilowatts to 290,000 
kilowatts) would be about $118 million over a 50-year period, of which 
$71 million would be a cost to Federal Government agencies. 


CONCLUSIONS 


The drafts of the three proposed contracts (amendment to the 
transmission and exchange contract not yet received) constitute an 
offer by the Pacific Gas & Electric Co. to purchase the use of falling 
water of the Trinity River division. The analysis presented above 
reflects my understanding of these documents and the negotiations 
on the company’s proposed joint development of the Trinity River 
division with returns based on the competitive value of the power 
potential. The all-Federal analysis herein assumes continuation of 
current Federal power rate and sales policies. 

Under the proposed joint development the initial Federal investment 
in the Trinity River division would be less while the direct net revenues 
from power operations would be greater. Also direct tax revenues 
would accrue to local, State, and Federal Governments. On the other 
hand, the power available from the Central Valley project to serve 
preference power agencies would be limited, with resulting increased 
costs to those agencies. 

Construction of the Trinity River division either as an all-Federal 
undertaking or through the proposed joint development is feasible 
and justifiable from both an engineering and economic viewpoint. 
Under either arrangement there appears to be ample opportunity for 
expansion of the irrigation phase of the Central Valley project. 

In order to place the powerplants of the Trinity River division in 
operation on the completion of construction of the other features of 
the project, it is imperative that the construction of the powerplants 
be commenced at an early date. 

I recommend that you forward this report upon the results of 
negotiations with respect to the proposal to purchase the use of falling 
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water of the Trinity River division as required by Public Law 386, 
84th Congress, to the President and the Congress. 

Respectfully, 
W. A. Dexuermer, Commissioner. 
Enclosures (3): 

Map, Trinity River division, Central Valley project. ! 

Draft, Agreement for Purchase of use of Falling Water and 
License to Develop Electric Power (December 17, 1956, as 
revised January 24, 1957). 

Draft, Amendment No. 4 to Contract 175r—3428 with Pacific Gas 
& Electric Co. for the Sale and Interchange of Electric Power 
and Energy (draft dated January 30, 1957). 


[Draft, December 17, 1956 (pp. 8, 14, 21, 22, and 23 revised on January 24, 1957)] 


Unitep States DEPARTMENT OF THE INTERIOR 
Trinity River Division, CentraL VALLEY ProJect, CALIFORNIA 


AGREEMENT FOR PurRcHASE OF UsE oF FALLING WATER AND LICENSE 
to Drve.torp ELectrric Powrer 


1. Tais AGREEMENT, made this --_---- ete ann , 1957 
pursuant to the Act of Congress approved -___....-------- , 1957 
ea SS nn ), between THE UnitTEp States or AMERICA, 


hereinafter called the United States, acting for this purpose by the 

Secretary of the Interior, hereinafter called the Secretary, and Pacrrtc 

Gas AnD Exectric Company, a corporation organized and existing 

under the laws of the State of California, hereinafter called Pacific. 
WITNESSETH: 


2. Wuersas for the principal purpose of increasing the supply of 
water available for irrigation and other beneficial uses in the Central 
Valley of California, the Secretary, acting pursuant to the Federal 
reclamation laws (Act of June 17, 1902, 32 Stat. 388, and Acts amenda- 
tory thereof or supplementary thereto, including the Act of August 
12, 1955, 69 Stat. 719), is calhannats to construct, operate and main- 
tain as an addition to and an integral part of the Central Valley 
Project, California, the Trinity River division, consisting of a major 
storage reservoir on the Trinity River with a capacity of 2,500,000 
acre-feet, and a conveyance system consisting of tunnels, dams and 
appurtenant works to transport Trinity River water to the Sacramento 
River and provide, by means of storage as necessary, such control 
and conservation of Clear Creek flows as the Secretary determines 
proper to carry out the purposes of said Act of August 12, 1955; and 

3. Wuereas, Pacific desires, for the purpose of generating electric 
power, to purchase the use of falling water made available by the 
Trinity River division, and Pacific’s payments therefor will finan- 
cially aid and assist irrigation in the Central Valley of California: 

4. Now, THEREFORE, in consideration of the mutual covenants 
herein contained, the parties agree as follows: 


DEFINITIONS 


5. Wherever used herein, the following terms shall have the re- 
spective meanings set opposite thereto: 


1 COMMITTEE NOTE.—Not printed herein. 
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(a) Elevation.—Feet above sea level, United States Geological 
Survey Datum. 

(b) Irrigation Ratio.—The ratio of the planned normal annual 
supply of water from Whiskytown reservoir for irrigation in south- 
western Shasta County to 65,000 acre-feet. 

(c) Initial Operation Period—The period commencing on the first 
day of the month after the works specified in Article 6 have been com- 
pleted and are ready for operation, and after water has been stored 
in Trinity and Whiskytown reservoirs on the last day of the preceding 
month in not less than the respective amounts shown in columns (1) 
and (2) of Table Five in Article 9 for that date, and the surface in 
Lewiston reservoir is not less than Elevation 1898, and ending on the 
date when release of water from Whiskytown reservoir for irrigation 
in southwestern Shasta County commences. 

(d) Pacifie’s Project—-The hydroelectric powerplants, auxiliary 
buildings and transmission and other facilities which Pacific is obli- 
gated to construct pursuant to Article 7. 

(e) Director—The agent duly appointed by the Secretary to 
administer this agreement on behalf of the United States. 


CONSTRUCTION BY THE UNITED STATES 


(a) The United States shall, at its own cost, construct the fol- 
lowing works of the Trinity River division: 

(1) Trinity dam and spillway, in the main stream of the Trinity 
River immediately below Papoose Creek, creating a reservoir having 
a maximum normal water surface at about Elevation 2370 and pro- 
viding approximately 2,160,000 acre-feet of usable storage capacity 
above Elevation 2145; 

(2) Trinity conduit, providing a capacity of 3,700 cubic feet per 
second, extending from Trinity reservoir approximately 2,900 feet to 
the Trinity power plant and consisting of a controlled outlet, tunnel, 
steel penstock and facilities for bypassing such plant; 

(3) A tailrace channel providing a capacity of not less than 3,700 
cubic feet per second, with water surface in Lewiston reservoir at 
Elevation 1898, extending from the tailrace of the Trinity power plant 
into Lewiston reservoir; 

(4) Lewiston diversion dam and spillway, in the main stream of the 
Trinity River approximately 2.5 miles above the town of Lewiston, 
creating a reservoir having a maximum normal water surface at about 
Elevation 1902 and providing approximately 2,500 acre-feet of usable 
storage capacity above Elevation 1898; 

) Lewiston conduit, providing a capacity of 150 cubic feet per 
second, extending from Lewiston reservoir approximately 450 feet to 
the Lewiston power plant and consisting of a controlled outlet, tunnel, 
steel penstock and facilities for bypassing such plant; 

(6) Clear Creek conduit, providing a capacity of 3,200 cubic feet 
per second, extending from Lewiston reservoir approximately eleven 
miles to the Clear Creek power plant and consisting of a controlled 
outlet from Lewiston reservoir, a tunnel, a surge chamber, penstock 
shut-off valve, steel penstock and facilities for bypassing such plant; 

(7) Whiskytown dam and spillway, in the main stream of Clear 
Creek approximately 2.5 miles below Whiskytown, creating a reservoir 
having a maximum normal water surface at about Elevation 1210 
and providing approximately 40,000 acre-feet of usable storage capacity 
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above Elevation 1197, and providing approximately 176,000 acre-feet 
of additional usable storage capacity between Elevation 1197 and 
Elevation 1100; and 

(8) Spring Creek conduit, providing a capacity of 3,600 cubic feet 
per second, extending from Whiskytown reservoir approximately three 
miles to the Spring Creek power plant and consisting of a controlled 
outlet from Whiskytown reservoir, tunnels, an inverted siphon, a 
surge chamber, penstock shut-off valve, steel penstock and facilities 
for bypassing such plant. 

(b) The Director shall furnish to Pacific plans and specifications for 
such works before contracts for construction thereof are awarded. 


CONSTRUCTION BY PACIFIC 


7. (a) Pacific shall construct, at its own cost, the following hydro- 
electric power plants and appurtenant facilities (including turbine 
shut-off valves and generating, transforming and switching equipment) 
to generate electric power by use of falling water made available by the 
United States pursuant to this agreement: 

(1) Trinity powerplant, with an installed generating capacity of 
approximately 98,000 kilowatts, on Trinity River immediately below 
Trinity dam; 

(2) Lewiston powerplant, with an installed generating capacity of 
approximately 600 kilowatts, on Trinity River immediately below 
Lewiston dam; 

(3) Clear Creek powerplant, with an installed generating capacity 
of approximately 133,000 kilowatts, and a tailrace channel, on Clear 
Creek near the upstream end of Whiskytown reservoir; 

(4) Spring Creek powerplant, with an installed generating capacity 
of approximately 153,000 kilowatts, and a tailrace channel, on Spring 
Creek near the west shore of Keswick reservoir; and 

(5) Auxiliary buildings and facilities required for construction, 
operation, or maintenance of such powerplants, including telemetering 
facilities and channels for supervisory control and such reservoir stage 
measuring devices as may be required to supplement the data pro- 
vided for in Article 8. 

(b) Pacific shall construct, at its own cost, the transmission lines 
and related communication facilities required to connect such plants 
with Pacific’s electric system. 

(c) Pacific shall furnish to the Director plans and specifications for 
such plants and facilities before construction thereof is commenced. 


MEASUREMENT OF WATER AND HEAD 


8. (a) The United States shall furnish, install, maintain, and oper- 
ate measuring and gauging stations and recording devices satisfactory 
to both parties and shall furnish daily and monthly data therefrom 
to Pacific for use in the determination of: 

(1) The mean daily and monthly amount of water delivered to 
each of the powerplants of Pacific’s Project; and 

(2) The mean daily and monthly Siees an of the water surface 
in Trinity, Lewiston, and Whiskytown reservoirs. 

(b) The United States shall furnish and install measuring equip- 
ment satisfactory to both parties suitable for the determination of the 
loss of head in feet in each of the water conduits specified in Article 6 
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and in Trinity powerplant tailrace. Such losses of head between the 
upstream reservoir water surface and the turbine shutoff valves of 
each of the powerplants of Pacific’s Project and in Trinity powerplant 
tailrace shall be measured jointly by the parties, in accordance with 
the methods prescribed in the then effective Test Code for Hydraulic 
Prime Movers published by the American Society of Mechanical 
Engineers, with flows of water as follows: 3,700 cubic feet per second 
in Trinity conduit and in Trinity powerplant tailrace, 150 cubic feet 
per second in Lewiston conduit, 3,200 cubic feet per second in Clear 
Creek conduit and 3,600 cubic feet per second in Spring Creek conduit. 
Such measurements shall be made at or prior to the commencement of 
the Initial Operation Period and thereafter at the request of either 
party but not more often than once each year. 


FALLING WATER TO BE MADE AVAILABLE BY THE UNITED STATES 


9. At and after the commencement of the Initial Operation Period, 
subject to the provisions of Article 10, the United States shall make 
available for use through the powerplants of Pacific’s Project, and 
Pacific shall pay for pursuant to Article 13, all water (except water 
released to enable repair of the works provided for in Article 6, or 
for maintenance of fish life and for irrigation pursuant to Article 
12 (c)) released from Trinity River division reservoirs as follows: 

(a) The United States shall make available each month, for use by 
Pacific pursuant to Articles 11 and 12, water in minimum amounts as 
follows, or in lieu of any part thereof shall furnish electric power and 
energy from Central Valley project hydroelectric powerplants equiva- 
lent to the potential generation of the water not so made available. 

(1) At Trinity powerplant, the amount shown in Table One below: 


TABLE ONE 


Thousand Thousand 

Month acre-feet Month acre-feet 
II ais exrisih cbse egahccamemiteiae ani MO Ri iisinticn arm gaian aytheiaienad 179 
PONS arciina aennnghaweea ane WS Osis 6 Soins cect ees acel os mained 172 
PU ti ak oo a oe ea aaa Sen Canc cme ncn amaienwewe 114 
RTE Fa .. doce Pies ES eee Se eee kb oe ete 72 
TRAY uses sctaidudiet sou eee SG | IHGNIOE i oi cece de 42 
OUD iste hic Sek sicieceicinw ata dean 70) DORE oka > wart ccntaaeashes 30 


multiplied by the ratio of 230 to 230 plus the net increase in head 
defined as follows: The net increase in head is the amount by which 
the mean water surface in Trinity reservoir in that month exceeds 
Elevation 2,145, minus the increase or plus the decrease, from 13 feet, 
in the combined loss of head in Trinity conduit and in the powerplant 
tailrace which has been determined pursuant to Article 8 (b). 

(2) At Lewiston powerplant, approximately 9,000 acre-feet. 

(3) At Clear Creek powerplant, the amount shown in Table Two 
below: 

TaBLeE Two 


Thousand Thousand 

Month acre-feet Month acre-jeet 
PUNE Ce cbc nncondunnmanues TO EN ii ai ta can ce pnancraclteesecnnaarabaian 155 
PObruaty sic .o.0. plan kao Get PR 8c co cuaccowe eee 149 
ER idinircincicieiend men pies 304 BONES fii el ea seegane 99 
TE ig, sth acral aap ee RL ee ee eee es 62 
WR x 245i ects enter a eh eI coir wai apres needa ce ve a cect 37 


Peme  deeke ceh wk eS: OCT Deetnen es ee ase 26 
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multiplied by the ratio of 568 to 568 plus the decrease or minus the 
increase, from 137 feet, in the loss of head in Clear Creek conduit 
which has been determined pursuant to Article 8 (b). 


(4) At Spring Creek powerplant, the amount shown in column (1) 
of Table Three below: 


TABLE THREE 


[Thousands of Acre-Feet] 














Month Initia] | Ultimate} Difference | Month Initial | Ultimate | Difference 
(1) (2) (3) | (1) (2) (3) 
—Tt = Orne . 4 | _ s ba oo eee ee ee 
January -......--.- 38 | 37 | Lill Inky. ..<2325-5-. 171 | 167 4 
February--------} 33 | 32 STD AIOE iniawin ses 164 161 3 
Mase wencs 33 | 33 | 0 | September ----- 109 107 2 
cc cscs 33 33 | 0 || October __—--. ; 69 67 2 
, aes | 34 33 | | November. .----. 41 | 40 1 
pe ae | 73 71 | ; | December. - ---- 29 28 1 
| 











multiplied by the ratio of 566 to 566 plus the decrease or minus the 
increase, from 43 feet, in the loss of head in Spring Creek conduit 
which has been determined pursuant to Article 8 (b). 

After the Initial Operation Period, the amount shown for that 
month in column (1) of Table Three, adjusted as hereinabove provided, 
shall be decreased by the product of the amount shown for that 
month in column (3), as so adjusted, and the then effective Irrigation 
Ratio, but shall not be decreased below the amount shown for that 
month in column (2) as so adjusted. 

(b) Amounts of water in addition to those specified in Tables One 
and Two respectively, adjusted as hereinabove provided, shall be 
made available by the United States from Trinity reservoir in any 
month when necessary to meet the requirements of Table Three, as 
so adjusted, in that month; provided, that no such additional amounts 
of water shall be made available in any month from Trinity reservoir 
(i) when the Director estimates that, on the last day of that month, 
the amount of water in storage in Trinity reservoir will be less than 
the amount shown for the date indicated in column (1) of Table Four 
below, or (ii) when the Director estimates that, on the last day of 
that month, the amount of water in storage in Whiskytown reservoir 
will be greater than the amount shown for the date indicated in 
column (2) of Table Five below: 


TaBLE Four.—Trinity Reservoir Storage 


[Thousand acre-feet] 


: —— A 





Initial Ultimate 








Date | | Date Initial Ultimate 
} j 1] | 
S| ae (2) || ge (2) 
SS Se a a 553 790 || July $1........... sek a 684 954 
Feb. 28 or 20...----------_| 573 | 729 || Aug. 31... _- Scoaadl 524 797 
eer. 3i...... Sa hoe 667 | bk SS 407 690 
NN No ao 816 | RC Se asd 340 621 
Re 903 | 1,110 || Nov. 30.......-.--- 523 586 
June 30______- eel 851 | 1/107 1) Dee Oe = 5~25..2.-052 517 567 


aa 


After the Initial Operation Period, the amount shown in column (2) 
of Table Four shall be substituted for the amount shown in column 
(1) thereof, and the amount shown in column (2) of Table Five for 
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any date shall be decreased by the product of the amount shown in 
column (4) for that date and the then effective Irrigation Ratio, but 
shall not be decreased below the amount shown for that date in column 
(3). 
(c) The United States may, on notice given by the Director to 
Pacific pursuant to Article 14, make available in any month for use by 
Pacific pursuant to Articles 11 and 12, amounts of water in addition 
to those provided for in paragraphs (a) and (b) of this Article; provided 
that, subject to the provisions of paragraph (d) of this Article, such 
additional amounts shall not be made available when the Director 
estimates that, on the last day of that month, the gross amounts of 
water in storage in either Trinity or Whiskytown reservoir will be less 
than the respective amounts shown for the date indicated in columns 
(1) and (2) of Table Five below: 


TABLE Five.— Reservoir storage 


[Thousand acre-feet] 
Whiskytown 


| Trinity Poe. 





Date Initial | Ultimate} Differ- 
| } ence 
uo) tf @ @o tf @ 

Jan. 31 1905 | 210 201 | 9 
Feb. 28 or 29. -- | 9000 | 210 | 210 0 
Mar. 31_- | 2190 | 230 230 0 
ae DR. so | 2345 241 | 241 | 0 
May 31 | 2500 250 | 250 | 0 
June 30. 2470 | 243 232 ll 
July 31 2310 230 | 204 26 
Ave. St... ... é } 2145 | 214 185 29 
Sept. 30.- | 2035 213 170 | 43 
Oct. 31 | 1955 212 170 | 42 
Nov. 30_- sie | 211 170 | 41 
Dec. 31 ‘ 5 1920 210 195 15 








After the Initial Operation Period, the amount shown in column (2) 
of Table Five for any date shall be decreased by the product of the 
amount shown for that date in column (4) and the then effective 
Irrigation Ratio, but shall not be decreased below the amount 
shown for that date in column (3). 

(d) If, by reason of (1) water supply conditions more adverse than 
those of record, (2) the authorization of additional divisions of the 
Central Valley project by Congress or (3) changes or revision of the 
crop pattern of said project, the United States is unable to meet the 
urigation requirements of said project through releases of water made 
available pursuant to paragraphs (a) and (b) of this Article in combi- 
nation with releases of all water available from the active storage 
capacities of Shasta and Folsom reservoirs as defined below, and of 
such other reservoirs as may be authorized as part of said project the 
United States may, on advance written notice to Pacific and subject 
to the provisions of Article 12 (d), make available for such irrigation 
requirements and for use through the powerplants of Pacific’s Project 
additional amounts of water even though storage in Trinity or Whisky- 
town reservoir is then less than that specified in Table Five above. 
Pacific may thereafter take such action as is necessary to provide, 
from the most economical alternative source or sources, dependable 
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power capacity in lieu of the dependable power capacity which other- 
wise would be assured by the reservoir storage specified in Table Five. 
If the release of such additional amounts of water by the United 
States or the action taken by Pacific to provide such capacity causes 
an increase in the cost to Pacific of furnishing electric power to its 
customers, the United States shall compensate Pacific for such in- 
creased cost by direct reimbursement to Pacific or by appropriate 
adjustment of the payments provided for in Article 13 or both. 
The active storage capacities of Shasta and Folsom reservoirs are the 
storage capacities thereof above Elevation 828 and Elevation 327 
respectively. 

(e) In order to permit flexibility of operation, the amounts specified 
in Table Five for any date shall be increased or decreased in any year 
as the parties may agree upon. 


AMENDMENT OF POWER SALE AND INTERCHANGE CONTRACT 


10. During the effective term of an amendment of the contract for 
the sale and interchange of electric power and energy between the 
United States and Pacific (Symbol and No. 175r-3428), which amend- 
ment shall be executed simultaneously with this agreement, perform- 
ance by the United States under Article 9 shall be conditioned upon 
the support by Pacific, from its generation, of the Central Valley 
project generation to meet the pumping requirements of the Central 
Valley project and of the proposed San Luis project, the loads of 
Federal agencies and the loads of preference customers as provided 
in such amendment. 


RELEASE OF WATER FOR POWER PURPOSES 


11. Water made available by the United States each month pur- 
suant to Article 9 shall be released by Pacific for use at Pacific’s 
Project in such amounts as in the judgment of Pacific are required 
from time to time in that month or thereafter in order best to meet 
power requirements of the area; provided, that, except as otherwise 
agreed upon, Pacific shall (1) release each month through Trinity and 
Gliee Creek powerplants such amounts of the water so made available 
as, in the judgment of the Director, are required to be released in 
order to prevent spill at Trinity or Lewiston reservoir, (2) release a 
reasonably constant flow of water through Lewiston powerplant, and 
(3) release each month through Spring Creek powerplant and into 
Keswick reservoir approximately the total amount made available by 
the United States for such release in that month; and provided further, 
that the operation of Spring Creek powerplant shall be so coordinated 
with release of water from Shasta reservoir that (1) the daily water 
requirements of the Central Valley project can be supplied and (2) 
there will be neither spill from Keswick reservoir nor flucutation of 
flow in the Sacramento River which, in the judgment of the Director 
would create a danger to life or property which could not otherwise 
be avoided. 

OPERATION AND MAINTENANCE 


12. (a) The United States shall operate and maintain the works 
provided for in Article 6 and shall have full control of all water re- 
leases from its reservoirs pursuant to this agreement. 
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(b) Pacific shall operate and maintain Pacifiec’s Project and shall 
bave full control of the use of water for operation and maintenance of 
Pacific’s Project pursuant to this agreement. 

(c) Water shall be released from Trinity River division reservoirs, 
(i) for maintenance of fish life in Trinity River immediately below 
Lewiston dam and in Clear Creek immediately below Whiskytown 
dam, and (ii) to supply water from Whiskytown reservoir for irriga- 
tion in southwestern Shasta County in not more than the following 





























amounts: 
; (Thousand acre-feet} 
Maintenance of Irriga- | | Maintenance of Trriga- 
fish life tion in || fish life tion in 
As AITO Pes south- | vl re 
western \ western 
| Trinity Clear Shasta |} Trinity Clear Shasta 
River! | Creek | County | River! | Creek | County 
ae Pea eek a ee Se | oe Tred } 
January ...- ; 0 2 1 £=_ aes 0 | 1 13 
Feburary --- 0 2 | 0 || September 0} 1 8 
March 0 2 | 1 || October_.......---.| 3 | 2 3 
April... | 0 | 1 | 3 || November_-_.....--| 6 3 0 
May... 0 | 1 |} 10 || December--..-. 3 | 2 0 
TN ik ins tiga 0 | 1 13 |] = — 
=... | 0 1 14 || RS ince, 12 | 19 65 
} | 








1 In addition to water made available pursuant to subparagraph (2) of article 9 (a). 


(d) The water surfaces in Trinity River division reservoirs shall 
not be reduced below the following minimum elevations: Trinity, 
Elevation 2,145; Lewiston, Elevation 1,898; and Whiskytown, Eleva- 
tion 1,197. After the Initial Operation Period, the above specified 
minimum water surface in Whiskytown reservoir shall be reduced in 
any year so that the amount of water in storage is 210,000 acre-feet 
minus the product of 176,000 acre-feet and the then effective Irriga- 
tion Ratio; provided, that the water surface in the reservoir shall not 
be reduced below Elevation 1,100. 


PAYMENT BY PACIFIC FOR USE OF FALLING WATER MADE AVAILABLE 
BY THE UNITED STATES 


13. Pacific shall pay each month, for water made available during 
the preceding month by the United States for use at Pacific’s Project, 
at the following rates: 

(a) For the minimum amount specified in Article 9 (a), for use at 
each plant; 

(1) At Trinity powerplant, per acre-foot, $0.92 increased by 0.435 
percent multiplied by the net increase in head which is applied to 
adjust Table One in that month pursuant to subparagraph (1) of 
Article 9 (a); 

(2) At Lewiston powerplant, $0.11 per acre-foot; 

(3) At Clear Creek powerplant, per acre-foot, $2.25 increased by 
0.176 percent multiplied by the decrease, or reduced by 0.176 percent 
multiplied by the increase, in the loss of head which is applied to 
adjust Table Two in that month pursuant to subparagraph (3) of 
Article 9 (a); 

(4) At Spring Creek powerplant, per acre-foot, $2.31 increased by 
0.177 percent multiplied by the decrease, or reduced by 0.177 percent 
multiplied by the increase, in the loss of head which is applied to 
adjust Table Three in that month pursuant to subparagraph (4) of 
Article 9 (a). 
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After the Initial Operation Period, such payment, as adjusted, shall 
be decreased by the product of $0.87 and the then effective Irrigation 
Ratio but shall not be decreased by more than $0.87. 

(b) For water made available under excess head as defined respec- 
tively in subparagraphs (1) and (2) below; 

(1) At Trinity powerplant, for an amount of water not greater than 
(i) the amount shown in Table One for that month multiplied by the 
factor of one minus the ratio of 230 to 230 plus excess head or (ii) 55 
percent of the amount required by subparagraph (1) of Article 9 (a) 
in that month, whichever is the lesser, per acre-foot, $0.36 increased 
by 0.435 percent multiplied by the net increase in head which is applied 
to adjust Table One in that month pursuant to subparagraph (1) of 
Article 9 (a). Excess head is the difference which continues to be 
available for not less than five successive calendar months between 
(i) the minimum water surface elevation in Trinity reservoir minus 
the increase or plus the decrease, from 13 feet, in the combined loss of 
head in Trinity conduit and in the powerplant tailrace which has been 
determined pursuant to Article 8 (b), and (ii) Elevation 2,145. 

(2) At Spring Creek powerplant, for the amount of water required 
by subparagraph (4) of Article 9 (a), an additional payment, after the 
Initial Operation Period, per acre-foot, of $0.81, (i) increased by 0.177 
percent multiplied by the decrease, or reduced by 0.177 percent multi- 
aa by the increase, in the loss of head which is applied to adjust 

able Three in that month pursuant to subparagraph (4) of Article 
9 (a), and (ii) multiplied by the ratio of excess head to 566 feet. 
Excess head is the difference which continues to be available for not 
less than five successive calendar months between (i) 1,197 feet, or 
the water surface Elevation in Whiskytown reservoir, whichever is 
the lesser, and (ii) the minimum water surface Elevation in Whisky- 
town reservoir determined pursuant to Article 12 (d). 

(c) For so much of the water made available by the United States 
in addition to that provided for in paragraphs (a) and (b) of this 
Article as will enable generation of additional energy at rates up to 
the plant capacities of Pacific’s Project: 

(1) At Trinity powerplant, per acre-foot, $0.23 increased by 0.435 
percent multiplied by the net increase in head which is applied to 
adjust Table One in that month pursuant to subparagraph (1) of 
Article 9 (a); 

(2) At Clear Creek powerplant, per acre-foot, $0.58 increased by 
0.176 percent multiplied by the decrease, or reduced by 0.176 percent 
multiplied by the increase, in the loss of head which is applied to 
adjust Table Two in that month pursuant to subparagraph (3) of 
Article 9 (a); 

(3) At Spring Creek powerplant, per acre-foot, $0.60 increased by 
0.177 percent multiplied by the decrease, or reduced by 0.177 percent 
multiplied by the increase, in the loss of head which is applied to 
adjust Table Three in that month pursuant to subparagraph (4) of 
Article 9 (a). 

After the Initial Operation Period, such payment, as adjusted, shall 
be reduced by 0.177 percent multiplied by the amount by which the 
mean water surface Elevation in Whiskytown reservoir in that month 
is less than 1,197. 

(d) The United States shall submit a statement to Pacific on or 
before the 15th day of each month of the amounts of water made 
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available hereunder during the preceding month. Any payment due 
hereunder shall be made within 15 days after receipt of such statement. 


SCHEDULES 


14. (a) Prior to the first day of each month, the Director shall fur- 
nish to Pacific a written statement of the expected Trinity River 
division water operations for that month and the three succeeding 
months. Such statement shall contain and be based on current fore- 
casts of water supply and water requirements and shall show (1) the 
estimated storage in Trinity and Whiskytown reservoirs on the last 
day of each month and (2) the estimated amounts of water which will 
be made available for use at each powerplant of Pacific’s Project 
pursuant to paragraphs (b), (c), or (d) of Article 9. The United 
States shall make such amounts available unless the Director revises 
his estimate thereof on reasonable advance advice to Pacific, and such 
revision is required in the judgment of the Director. 

(b) On or about the first day of each year after the Initial Operation 
Period, the Director shall furnish to Pacific a written statement of the 
planned normal annual supply of water from Whiskytown reservoir 
for irrigation in southwestern Shasta County for that year. Such 
planned supply shall be used to establish the Irrigation Ratio for that 
year. 

(c) Prior to the fifth day of each month, Pacific shall furnish to the 
United States a written statement of the proposed releases of water 
through Trinity and Clear Creek powerplants for that month and the 
three succeeding months. Subject to the provisions of Article 11, 
Pacific shall make such releases unless (1) the Director notifies Pacific 
that additional amounts must be released in order to prevent spill at 
Trinity or Lewiston reservoirs, or (2) Pacific revises its estimate of 
such releases on reasonable advance advice to the United States, and 
such revision is required in the judgment of Pacific. 


TERM OF AGREEMENT 


15. (a) This agreement shall be and remain in full force and effect 
until the expiration of fifty years from and after the date on which the 
Initial Operation Period commences. 

(b) If the United States does not, at the termination of this agree- 
ment, exercise its right to take over, maintain and operate Pacific’s 
Project as provided in Article 17, the Secretary shall extend or renew 
this agreement with Pacific on mutually satisfactory terms in the 
manner then provided by the Federal Power Act for renewal of licenses 
thereunder. 

LICENSE TO PACIFIC 


16. (a) The United States hereby grants to Pacific a license to use 
such lands and interests in lands owned by the United States as may 
be found by the Secretary necessary or convenient for the construc- 
tion, operation, and maintenance of Pacific’s Project. 

(b) The term of this license shall extend for the term of this agree- 
ment and any extension or renewal hereof. 

(c) Pacific shall make all necessary renewals and replacements of 
Pacific’s Project and shall establish and maintain adequate deprecia- 
tion reserves for such purposes. 
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(d) Pacific shall not claim in any rate or other regulatory proceeding 
before any public agency any costs for the falling water made available 
by the United States to Pacific hereunder other than the actual 
amounts payable to the United States therefor. 


RECAPTURE BY THE UNITED STATES 


17. Upon not less than two years’ notice in writing given by the 
Secretary to Pacific, the United States shall have the right upon or 
after the expiration of the license granted by Article 16 and within 
the period then provided by the Federal Power Act for taking over 
projects licensed thereunder, to take over and thereafter to maintain 
and operate Pacific’s Project, or the right to take over upon mutual 
agreement with Pacific all property owned and held by Pacific then 
valuable and serviceable in the development, transmission, or dis- 
tribution of power and which is then dependent for its usefulness 
upon the continuance of the license: Provided, That, before taking 
possession, the United States shall pay to Pacific its net investment 
in Pacific’s Project, not to exceed the fair value of the property taken, 
plus such reasonable damages, if any, to property of Pacific, valuable, 
serviceable, and dependent as above set forth but not taken, as may 
be caused by the severance therefrom of property taken, and shall 
assume all contracts related to Pacific’s Project entered into by Pacific 
with the approval of the Secretary. Net investment shall be -the 
actual legitimate original cost of Pacific’s Project plus similar costs of 
additions thereto and betterments thereof approved by the Secretary 
and minus the aggregate credit balances of current depreciation ac- 
counts applicable thereto. Net investment and the amount of such 
severance damages, if any, shall be determined by the Secretary in 
the manner then provided by the Federal Power Act for projects 
taken over thereunder: Provided, That the right of the United States 
or any State or municipality to take over, maintain, and operate 
Pacific’s Project at any time by condemnation proceedings upon pay- 
ment of just compensation is hereby expressly reserved. 


CONTINGENT UPON APPROPRIATIONS 


18. This agreement is made contingent upon Congress making the 
necessary appropriation for expenditures hereunder. In case such 
appropriation as may be necessary to carry out this agreement is not 
made, Pacific hereby releases the United States from all liability due 
to the failure of Congress to make such appropriation. 


UNCONTROLLABLE FORCES 


19. Neither party shall be considered to be in default in respect to 
any obligation hereunder, if prevented from fulfilling such obligation 
by reason of an uncontrollable force. For the purpose of this agree- 
ment the term ‘‘uncontrollable force’? means any cause beyond the 
control of the party affected, including, but not limited to, failure of 
Trinity River division water supply, flood, earthquake, storm, light- 
ning, fire, epidemic, war, riot, civil disturbance, labor disturbance, 
sabotage, and restraint by court or public authority, which by exercise 
of due diligence and foresight such party could not reasonably have 
been expected to avoid. Pacific shall not be obligated to pay the 
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United States for water which cannot be used at a powerplant because 
operation thereof is partially or wholly prevented by reason of an 
uncontrollable force. Either party rendered unable to fulfill any 
obligation by reason of an uncontrollable force shall exercise due dili- 
gence to remove such inability with all reasonable dispatch. 


EMPLOYMENT 


20. (a) In connection with the performance of work under this 
agreement, Pacific shall not discriminate against any employee or 
applicant for employment because of race, religion, color, or national 
origin. The aforesaid provision shall include, but not be limited to, 
the following: employment, upgrading, demotion, or transfer; recruit- 
ment or recruitment advertising; layoff or termination; rates of pay 
or other forms of compensation; and selection for training, including 
apprenticeship. Pacific shall post hereafter in conspicuous places, 
available for employees and applicants for employment, notices to be 
provided by the Director setting forth the provisions of the non- 
discrimination clause. Pacific shall insert the foregoing provision in 
all subcontracts hereunder, except subcontracts for standard com- 
mercial supplies or raw materials. The provisions of this Article do 
not refer to, extend to, or cover the activities or business of Pacific or 
subcontractors which are not related to, or involved in, the perform- 
ance of this agreement. 

(b) In performance of any part of the work contemplated by this 
agreement, Pacific shall not employ any person undergoing sentence 
of imprisonment at hard labor. 


OFFICIALS NOT TO BENEFIT 


21. No Member of or Delegate to Congress or Resident Commis- 
sioner shall be admitted to any share or part of this agreement or to 
any benefit that may arise herefrom, but this restriction shall not be 
construed to extend to this agreement if made with a corporation or 
company for its general benefit. 


COVENANT AGAINST CONTINGENT FEES 


22. Pacific warrants that no person or selling agency has been em- 
ployed or retained to solicit or secure this agreement upon an agree- 
ment or understanding for a commission, percentage, brokerage, or 
contingent fee, excepting bona fide employees or bona fide established 
commercial or selling agencies maintained by Pacific for the purpose 
of securing business. For breach or violation of this warranty the 
United States shall have the right to annul this agreement without 
liability or in its discretion to deduct from the agreement price or con- 
sideration the full amount of such commission, percentage, brokerage, 
or contingent fee. 

TRANSFER OF INTEREST 


23. No voluntary transfer of this agreement or of the rights of 
Pacific hereunder shall be made without the written approval of the 
Secretary: Provided, That any successor to or assignee of the rights 
of Pacific, whether by voluntary transfer, judicial sale, foreclosure 
sale, or otherwise, shall be subject to all the provisions and conditions 

20717—58——26 
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of this agreement to the same extent as though such successor or 
assignee were the original contractor hereunder: And provided further, 
That the execution of a mortgage or trust deed, or judicial or fore- 
closure sales made thereunder, shall not be deemed voluntary transfers 
within the meaning of this Article. 


WAIVERS 


24. Any waiver at any time by either party hereto of its rights with 
respect to a default or any other matter arising in connection with 
this agreement shall not be deemed to be a waiver with respect to any 
subsequent default or matter. 


NOTICES 


25. Any notice, demand or request required or authorized by this 
agreement shall be deemed properly given if communicated (1) by 
Pacific, to the Director at the office of Region 2 of the Bureau of Recla- 
mation, United States Department of the Interior, Post Office Box 
2511, Sacramento, California, or (2) by the United States, to the 
President and General Manager of Pacific at the office of Pacific, 245 
Market Street, San Francisco, California. The designation of the 
official to be notified or the address of such official may be changed at 
any time by similar notice. 

In Witness WueERrzoF, the parties have caused this agreement to 
be executed on the day and year first above written. 


Tue Unitep States oF AMERICA, 


I as Sicasaanisitc wi ahcatiadcde cede ahdisiots wank sill « nines 
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[CORPORATE SEAL] Paciric GAs AND ELsctric Company, 
Attest: BD Sikccisne. cating aha Hae eaten om ee ee 
Se Pat per tag I a I at ee re oer Be ee, on ak oe 
UN eh ice wean Address 


{Draft, January 30, 1957. Amendment No. 4 to 175r-3428] 


Unitrep States DEPARTMENT OF THE INTERIOR 
BuREAU OF RECLAMATION 


CENTRAL VALLEY Prosect, CALIFORNIA 


AMENDMENT TO ContTrRAcT witH Paciric Gas AND E.ectric Com- 


PANY FOR THE SALE AND INTERCHANGE OF ELEcTRIC POWER AND 
ENERGY 


1. Turs Contract AMENDMENT, made this — day of ————, 1957, 
between Tue Unirep States or America, hereinafter called the 
United States, acting pursuant to the Act of Congress approved 
June 17, 1902 (32 Stat. 388), the Act of Congress approved August 26, 
1937 (50 Stat. 850), and the Act of Congress approved August 4, 1939 
(53 Stat. 1187), and acts amendatory thereof or supplementary thereto, 
and Pactric Gas AND ELectric Company, a corporation organized 
and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, 
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WITNESSETH: 

2. WuHereas, the United States and the Contractor have entered 
into and subsequently amended a contract (I75r—3428), dated Octo- 
ber 3, 1951, providing for the sale and interchange of electric power 
and energy, which contract, as so amended, is hereinafter called the 
Sales Contract; and 

3. Wuerkas the United States and the Contractor propose to enter 
into an agreement, providing for the purchase of use of falling water 
made available by the Trinity River division of the Central Valley 
project, hereinafter called the Trinity Agreement; and 

4. WuereAs the parties desire to change various provisions of the 
Sales Contract: 

5. Now, THEREFORE, in consideration of the mutual covenants 
— set forth, the parties agree as follows: 

Article 9 of the Sales Contract is hereby amended by deleting 
subdivi isions (b) (h) and (i) and inserting in lieu thereof the following: 

“(b) Project plants —Hydroelectric powerplants now or here- 
after constructed by the United States as part of the Project. 

“(h) Project dependable capacity —Subject to the provisions of 
subdivisions (b) and (c) of Article 14, the lowest electric power 
capacity, estimated in accordance with the methods used in Recla- 
mation Study, which (1) will be available from Project Plants in 
any month during the first 3% vears of the most adverse 44-year 
period of stream flow conditions of record (assumed to be from 
July 1, 1930, through December 31, 1934, unless and until more 
adverse conditions occur), in addition to the estimated capacity 
required from Project Plants for Project Load during the Con- 
tractor’s Peak Load Period, and (2) will be supported by energy 
made available for scheduling by the Contractor pursuant to 
Article 11 (a) in the amounts of kilowatt-hours per kilowatt 
required by Article 10 (e), in addition to the estimated energy 
required from Project Plants for Project Load. After the United 
States commences to make water available pursuant to Article 9 
of the Trinity Agreement, Project Dependable Capacity shall be 
the lowest amount, estimated as above provided, which remains in 
any month of the 34-year period after deducting from the com- 
bined dependable capacity of Project Plants and Trinity Plants, 
estimated using the same methods, the amount estimated to be 
contributed in that month by the Trinity Plants to such combined 
Dependable Capacity and Project Load. 

“(i) Firm Load.—The requirements of the United States and 
its Customers which the United States gives notice pursuant to 
Article 21 (b) are to be served from Project Dependable Capacity, 
from Non-Dependable Capacity pursuant to Article 10 (c) or 
from capacity furnished to the United States pursuant to Article 
12 (a).” 

by deleting from subdivision (j) “12 (b) (3)” and inserting in lieu 
thereof ‘‘12 (c) (2)’’; and by inserting a new subdivision (p) as follows: 

“(p) Trinity fF Contractor’s Trinity Clear Creek,, 
and Spring Creek powerplants.”’ 
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7. Article 10 of the Sales Contract is hereby amended by redesig- 
nating subdivisions (e) and (i) as (h) and (1) respectively, by deleting 
subdivision (b) and inserting in lieu thereof the following: 

“(b) The United States may make Non-Dependable Capacity 
available for service to federal agencies, including the Bureau of 
Reclamation, Construction Contractors, and, upon three years’ 
advance notice in writing to the Contractor, for service to 
Preference Customers which maintain and operate generating 
equipment capable of replacing such capacity; provided, that 
such service shall be immediately discontinued if for any reason 
such capacity thereafter becomes unavailable. 

“(c) The United States, for the purpose of. supplying Sup- 
ported Firm Load, may, in lieu of purchasing capacity pursuant 
to Article 12 (a), upon reasonable advance notice to the Con- 
tractor, make available Non-Dependable Capacity which other- 
wise would qualify for sale to the Contractor pursuant to sub- 
division (d) of this Article. 

“‘(d) The United States shall make available to the Contractor 
all Non-Dependable Capacity which has not been made avail- 
able pursuant to subdivision (b) or (c) of this Article. The 
Contractor shall pay for, at the rate provided in Article 13 (a), 
each kilowatt of Non-Dependable Capacity which, together with 
the related amount of energy prescribed in this Article, is made 
available to it upon at least sixty days’ advance notice and which 
continues to be available for not less than five successive calendar 
months and until terminated by the United States upon at least 
sixty days’ advance notice to the Contractor, except as other- 
wise agreed upon.”’ 

by redesignating subdivision (c) as (e); by deleting from line five 
‘Reclamation Study” and inserting in lieu thereof ‘‘the most recent 
operation study made pursuant to Article 14 (a)’’; by deleting from 
line six “‘to Project Load” and inserting in lieu thereof “‘to the energy 
required from Project Plants for Project load’; and by deleting 
therefrom the cross-reference “subdivision (f)’”’ and inserting in 
lieu thereof “subdivision (i)’” by redesignating subdivision (d) as (f), 
deleting therefrom the cross-reference “subdivision (c)’”’ and inserting 
in lieu thereof “subdivision (e)’’; by inserting a new subdivision (g) 
as follows: 

““(¢) The United States shall deliver to the Contractor during 
each calendar year energy generated by Project Plants in an 
amount equal to that delivered by the Contractor pursuant to 
Article 12 (b) during that year, and shall make such exchange as 
soon as possible from any energy available from Project Plants 
in excess of that required (1) to supply Project Load, (2) to 
support Project Dependable Capacity and (3) to support Non- 
Dependable Capacity sold to the Contractor or made available 
to supply Supported Firm Load pursuant to subdivision (c) of 
this Article.” 

by redesignating subdivision (f) as (i), deleting therefrom the cross- 
reference “‘subdivisions (c) and (d)”’ and inserting in lieu thereof 
“subdivisions (e) and (f)”; by deleting subdivision (g) and inserting 
in lieu thereof the following: 

“(j) Water shall not be released from either Shasta or Folsom 
reservoirs, except to meet mandatory project requirements and 
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to support Project Dependable Capacity, at any time when the 
amount of water in storage is less than the amount shown for the 
first day of each month of the period July 1, 1930 through June 
30, 1931 in the most recent operation study made pursuart to 
Article 14 (a); provided, that storage temporarily may be drawn 
below such amount in order to produce additional energy to the 
extent that a forecast based on precipitation, runoff, and snow 
survey data indicates water supply in excess of that which oc- 
curred during the period July 1, 1930, through June 30, 1931.” 
by deleting subdivision (h) and inserting in lieu thereof the following: 

“(k) If in any month the United States furnishes Non-Depend- 
able Capacity to Customers pursuant to Article 10 (b), the 
United States shall make available in that month for release 
through Project Plants amounts of water which, under the 
methods and criteria specified and applied in the most recent 
operation study made pursuant to Article 14 (a), would produce 
sufficient energy to supply, in addition to Project Load in that 
month and energy required to be delivered to the Contractor 
pursuant to subdivision (g) of this Article, not less than the 
requirements of all Customers.”’ 

by deleting subdivision (j) and inserting in lieu thereof the following: 

“(m) The energy, if any, sold by the United States to the 
Contractor in any month shall be the total energy delivered in 
that month by the United States to the Contractor (excluding 
that delivered pursuant to subdivision (g) of this Article) less (1) 
the energy required to be delivered in that month by the United 
States under Contract No. 175r—2650, and (2) the energy de- 
livered in the same month by the Contractor to the United 
States (excluding that delivered pursuant to Article 12 (b)). 
The Contractor shall pay for such energy sold to it at the rates 
provided in Article 13 (a).” 

8. Article 11 of the Sales Contract is hereby amended by redesig- 
nating subdivision (b) as (c), by inserting a new subdivision (b) as 
follows: 

‘“‘(b) In order to provide the greatest amounts of power and 
energy to meet the load requirements of the area, including 
requirements of irrigation pumping, existing Project pumping 
plants shall be operated to the maximum practicable extent 
outside the Contractor’s Peak Load Period, and future Project 
pumping plants and appurtenant works shall be constructed to 
enable such operation to the maximum economically feasible 
extent.” 

and by redesignating subdivision (c) as (d), deleting the period at 
the end thereof, and inserting ‘‘and (c).”’ 

9. Article 12 of the Sales Contract is hereby amended by deleting 
subdivision (a) and inserting in lieu thereof the following: 

“‘(a) If Project Dependable Capacity is reduced pursuant to 
Article 14 and the United States at any time does not have suffi- 
cient Project Dependable Capacity, and does not desire to make 
Non-Dependable Capacity available pursuant to Article 10 (c), 
to supply the Maximum Demand of Firm Load, the deficiency 
in capacity shall be allocated to Supported Firm Load in the 
ratio that the Maximum Demand of such load bears to the 
Maximum Demand of Firm Load at that time. The Contractor 
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shall make available to the United States, and the United States 
shall pay for at the rate provided in Article 13 (b), capacity 
necessary to supply the deficiency so allocated to Supported 
Firm Load as such deficiency may occur from time to time, so 
as to enable the United States to serve a Supported Firm Load 
up to (but not to exceed a Firm Load of) 450,000 kilowatts or 
such greater amount as may be agreed upon by the parties.” 
by inserting a new subdivision (b) as follows: 

“‘(b) In lieu of supplying the load requirements of existing or 
future Project pumping plants in any month from energy gener- 
ated by Project Plants in that month, the Contracting Officer 
may, on reasonable advance notice, request the Contractor to 
supply the requirements of specified Project pumping plants or 
units thereof outside the Contractor’s Peak Load Period. The 
Contractor shall deliver to the United States, from sources other 
than Project Plants, energy in an amount sufficient to meet such 
requirements in that month.”’ 

by redesignating subdivision (b) as (c) and by deleting from line two 
thereof ‘“‘(exclusive of the energy required for Project Load)” and 
inserting in lieu thereof ‘‘(exclusive of the energy required for Project 
Load in that month and energy required to be delivered to the Con- 
tractor pursuant to Article 10 (g))’’; and by deleting from line seven 
thereof ‘‘(unless requested not to do so)’’; 
and by deleting subdivision (b) (1), redesignating section (2) as (1), 
deleting the semicolon at the end thereof and inserting in lieu thereof 
“plus Non-Dependable Capacity made available pursuant to Article 
10 (c)”; 
and by redesignating sections (3) and (4) as (2) and (3), respectively. 
10. Article 13 of the Sales Contract is hereby amended by deleting 
subdivision (c) and inserting in lieu thereof the following: 

““(¢) The United States shall pay each month for energy sold 
to it hereunder at the following rates: 

(1) For energy up to an amount equal to the accumulated 
total of energy sold to the Contractor during the preceding 
120 months minus the accumulated total of energy sold by 
the Contractor hereunder during that period: 1.15 times the 
average price per kilowatt-hour paid by the Contractor to 
the United States under subdivisions (a) (2) and (a) (3) of 
this Article during that period; 

“(2) For all additional energy: the cost to the Contractor 
of fuel which would have been saved if such additional 
energy had been generated by Project Plants, plus two- 
tenths of one mill per kilowatt-hour to defray the Con- 
tractor’s incremental maintenance and operating expenses. ” 

and by deleting the last sentence of subdivision (e) and inserting in 
lieu thereof ‘If the United States elects to terminate this contract, 
the modified rates and charges provided for in this subdivision and in 
subdivision (d) above shall not become effective.” 

11. Article 14 of the Sales Contract is hereby deleted, and in lieu 
thereof there is inserted the following: 


““REDETERMINATION OF PROJECT DEPENDABLE CAPACITY 


“14. (a) The Project Dependable Capacity effective on March 
31, 1961, shall continue in effect until changed as provided in this 
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Article. Subject to the provisions of subdivisions (b) and (¢) of 
this Article, Project Dependable Capacity shall be determined 
each year by operation studies as provided in sections (1) and (2) 
of this subdivision, and shall be effective as of the first day of 
July of that year and continue in effect until changed as provided 
in this Article. 

“‘(1) On or before the 15th day of June of each year the parties 
shall prepare an operation study covering the period specified 
in Article 9 (h) based on (1) the methods applied in Reclamation 
Study and (2) the criteria specified in Reclamation Study as 
modified by (a) the actual storage in Project reservoirs on the 
first day of that month, (b) the data for that month furnished by 
the Contracting Officer pursuant to subdivision (h) of Article 
10, (c) Project water requirements and Project Load as estimated 
by the Contracting Officer for the remainder of that year and the 
four succeeding years, and (d) revisions of power criteria agreed 
upon by the parties. 

“(2) After the United States commences to make water avail- 
able pursuant to Article 9 of the Trinity Agreement, (a) power 
criteria required for an operation study of the Trinity Plants 
shall be agreed upon by the parties, (b) Table One—A shall be 
expanded to prescribe kilowatt-hours per kilowatt for each of the 
Trinity Plants in amounts equal to 80 percent of Table One-B 
and (c) the combined dependable capacity of Project Plants and 
Trinity Plants shall be determined by an operation study in the 
manner provided for the determination of Project Dependable 
Capacity in section (1) of this subdivision; provided, that such 
study shall assume sufficient water in Trinity and Whiskeytown 
reservoirs at the end of the period July 1, 1930, through December 
31, 1933, so that releases of the minimum amounts of water to be 
made available pursuant to Article 9 (a) of the Trinity Agreement 
could be made during the year 1934 without reduction of the water 
surfaces in Trinity River division reservoirs below the minimum 
elevations provided for in Article 12 (d) of the Trinity Agreement. 

(b) Subject to the provisions of subdivision (c) of this Article, 
the Project Dependable Capacity effective in any year shall not be 
less than the lowest amount which will be available in any month 
during the period of adverse stream flow conditions of record from 
May 1, 1928, through December 31, 1934, estimated in accordance 
with the methods and criteria effective for that year pursuant to 
subdivision (a) of this Article modified (1) by the assumption that 
Project reservoirs are full on May 1, 1928, and (2) by Project 
water requirements and Project Load during the first twenty-five 
months of said period as estimated by the Contracting Officer at 
the current levels of such requirements. 

(c) If at any time because of low head, inadequate water supplv 
or for anv reason other than those mentioned in Articles 22 and 23, 
the capacity actually available from Project Plants for Firm Load 
and for sale to the Contractor, accompanied by energy as pre- 
scribed in Article 10 (e), is less than the Project Dependable 
Capacity then in effect, such lesser capacity shall be the Project 
Dependable Capacity for the month in which it occurs and there- 
after until a redetermination is made in accordance with this 
Article and a new Project Dependable Capacity becomes effective 
pursuant to such redetermination.” 
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12. (a) Article 35 is hereby amended by deleting the cross-reference 
a 14 (c) or (e)” and inserting in lieu thereof “Article 14 (a) 
or (b). 

(b) Article 37 is hereby amended by striking “April 1, 1961” and 
substituting ‘‘the termination date of the Trinity Agreement. a 

13. In all other respects the Sales Contract shall remain in full 
force and effect. 

14. Subject to the provisions of Article 15 of this Contract Amend- 
ment, and if the parties execute the Trinity Agreement, this Contract 
Amendment shall be effective on and after April 1, 1961. 

15. Within thirty (30) days after execution of this Contract Amend- 
ment the Contractor shall file an application with the Public Utilities 
Commission of the State of California for an order authorizing the 
Contractor to carry out the terms hereof and shall prosecute such 
application and any proceedings thereon diligently. If such order is 
not issued and effective within nine (9) months after execution of said 
amendment, said amendment shall thereupon become null and void. 
If such Commission by subsequent order shall prevent the Contractor 
from carrying out any of the provisions of said amendment the United 
States may, within sixty (60) days after the effective date of such order, 
terminate said amendment by giving written notice not less than one 
year in advance thereof to the Contractor. It is understood that the 
Contractor, by entering into said amendment, does not dedicate or 
intend to dedicate its facilities to the service provided for in said 
amendment for the use of the United States or anyone else. 

16. No Member of or Delegate to Congress or Resident Commission 
shall be admitted to any share or part of this contract or to any benefit 
that may arise herefrom, but this restriction shall not be construed 
to extend to this contract if made with a corporation or company for 
its general benefit. 

17. The Contractor warrants that it has not employed any person 
to solicit or secure this contract upon any agreement for a commission, 
percentage, brokerage, or contingent fee. Breach of this warranty 
shall give the United States the right to annul the contract or, in its 
discretion, to deduct from the contract price or consideration the 
amount of such commission, percentage, brokerage, or contingent fee. 
This warranty shall not apply to commissions payable by contractors 
upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. 

18. Where the operations of this contract extend beyond the current 
fiscal year, the contract is made contingent upon Congress’ making 
the necessary appropriation for expenditures hereunder after such 
current year shall have expired. In case such appropriation as may 
be necessary to carry out this contract is not made, the Contractor 
hereby releases the United States from all liability due to the failure 
of Congress to make such appropriation. 

19. In connection with the performance of work under this contract, 
the Contractor agrees not to discriminate against any employee or 
applicant for employment because of race, religion, color, or national 
origin. The aforesaid provision shall include, but not be limited to, 
the following: employment, upgrading, demotion, or transfer; recruit- 
ment or recruitment advertising; layoff or termination; rates of pay 
or other forms of compensation; and selection for training, including 
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apprenticeship. The Contractor — to post hereafter in con- 
spicuous places, available for employees and applicants for employ- 
ment, notices to be provided by the Contracting Officer setting forth 
the provisions of the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provision in 
all subcontracts hereunder, except subcontracts for standard com- 
mercial supplies or raw materials. 

In Witness Wuereor, the parties have caused this Contract 
Amendment to be executed on the day and year first above written. 


Tue Unirep SratTes oF AMERICA 


[CorPORATE SEAL] 
Attest: 


Letrrer oF Aprit 15, 1957, From Tue Assistanr SECRETARY OF THE 
INTERIOR TO THE SPEAKER OF THE House oF REPRESENTATIVES SUPPLE- 
MENTING Letrer oF Frepruary 12, 1957, anp Transmitrine Cory 
oF THE THIRD Proposed ConTRACT : 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 15, 1987. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: On February 12, 1957, the Secretary of the 
Interior submitted to you his report on the status of negotiations with 
prospective purchasers of the falling water to be produc ‘ed by the 
Trinity River division of the Central V alley project. 

As part of his report the Secretary attached an offer by the Pacific 
Gas & Electric Co. to purchase the falling water of the Trinity River 
division. This offer consisted of 3 proposed contracts, 2 of which 
were attached to the report. The third proposed contract was not 
available at the time but has since been received from the company. 

In order that the Congress may have a complete record of the 
company’s offer there is enclosed a copy of the third proposed contract 
entitled “Supplement to Contract with Pacific Gas and Electric 
Company for Transmission and Exchange Service,” dated March 1, 
1957, amended March 4, 1957. 

Sincerely yours, 
Frep 8S. AANDABL, 
Assistant Secretary of the Interior. 


i 
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[Draft, March 1, 1957. Amended March 4, 1957. Supplement No. 5 to 175r—2650] 
Untrep States DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
CENTRAL VALLEY Provect, CALIFORNIA 


SUPPLEMENT TO ConTRACT WitH Pactric Gas AND Evecrric CoMPANY 
FOR TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this -----_- day of 
pies detains Abvalaecinar , 1957, between THe Unirep Srares or AMERICA, 
hereinafter called the “United States’, acting pursuant to the Act 
of Congress approved June 17, 1902 (32 Stat. 388), the Act of Congress 
approved August 26, 1937 (50 Stat. 850), and the Act of C ongress 
approved August 4, 1939 (53 Stat. 1187), and acts amendatory 
thereof or supplementary thereto, and Paciric Gas anp Execrric 
CoMPANy, a corporation organized and existing under and by virtue 
of the laws of the State of California, hereinafter called the 
“Contractor”, 

WITNESSETH : 

2. Wuereas, the United States and the Contractor have entered 
into and subsequently supplemented a contract (175r-2650), dated 
April 2, 1951, whereby the Contractor agreed under certain conditions 
to deliver power and energy for the account of the United States from 
the electric system of the Contractor, which contract as so supple- 
mented is hereinafter called the “Exchange Contract”; and 

Wuereas, the United States and ‘the Contractor have entered 
thto and subsequently amended a contract (I75r-3428), dated October 
3, 1951, providing for the sale and interchange of electric power and 
energy, which contract as so amended is hereinafter called the “Sales 
Contract” ; and 

4. Wuergas, the United States and the Contractor have entered 
into Amendment No. 4 to the Sales Contract which will affect the 
relationship between the parties under the Exchange Contract; and 

Wauereas, the United States and the Contractor propose to 
enter into an agreement, providing for the purchase of use of falling 
water made available by the Trinity River Division of the Central 
vet Project, hereinafter called the “Trinity Agreement” ; 

Now, THEREFORE, in consideration of the mutual covenants 
biastae set forth, the parties agree as follows: 

7. So long as Amendment No. 4 to the Sales Contract is in effect, 

(a) Points of interconnection and volt: ages contemplated by 
Article 9 (a) of the Exchange Contract shall be those points of 
interconnection and voltages “provided for in the Sales Contract ; 

(b) The provisions of Article 12 (b) of the Exchange Contract 
shall be suspended ; 

(c) The provisions of Article 13 (a) of the Exchange Contract 
shall be suspended ; 

(d) If the proposed San Luis Unit of the Central Valley 
Project is constructed in whole or in part by the United States 
or by the State of California, the United States shall compensate 
the Contractor for any use of its facilities to deliver electric 
power and energy for the account of the United States to the 
pumping plants of said U nit, as follows: 
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(1) For delivery at 230,000 volts at the switchyard of the 
main pumping plant, and at either 115,000 volts or 69,000 
volts at other pumping plants or substation locations from 
available transmission lines of the Contractor. 

(i) Entirely outside the Contractor’s Peak Load 
Period, as defined in the Sales Contract, one-third of 
one mill per kilowatt-hour. 

(ii) During such Contractor’s Peak Load Period in 
any month, one-third of one mill per kilowatt-hour plus 
1214 cents per kilowatt of the maximum 30-minute 
integrated demand during such ponent in that month. 

(2) For delivery at 12,000 volts from the Contractor’s 
distribution lines to pumping plants at the rate provided in 
Article 10 (a) (iii) of the Exchange Contract. 

(e) Losses in transmission to pumping plants of the San Luis 

Unit shall be deemed to be: 

(1) For delivery at 230,000 volts, three percent; 

(2) For delivery at 115,000 volts or 69,000 volts, five 
percent ; 

(3) For delivery at 12,000 volts, nine percent. 

(f) tn all other respects the Exchange Contract shall remain 

in full force and effect. 

8. Subject to the provisions of Article 9 of this Contract t Supple- 
ment, and if the parties execute the Trinity Agreement, this Contract 
Supplement shall be effective on and after April 1, 1961. 

9. Within thirty (30) days after execution of this Contract Supple- 
ment the Contractor shall file an application with the Public Utilities 
Commission of the State of California for an order authorizing the 
Contractor to carry out the terms hereof and shall prosecute such 
application and any proceedings thereon diligently. If such order is 
not issued and effective within nine (9) months after execution of 
said supplement, said supplement shall thereupon become null and 
void. If such Commission by subsequent order shall prevent the 
Contractor from carrying out any of the provisions of said supple- 
ment, the United States may, within sixty (60) days after the effective 
date of such order, terminate said supplement by giving written 
notice not less than one year in advance thereof to the Contractor. 
It is understood that the Contractor, by entering into said supplement, 
does not dedicate or intend to dedicate its facilities to the service pro- 
vided for in said supplement for the use of the United States or any 
one else. 

10. No member of or Delegate to Congress or Resident Commis- 
sioner shall be admitted to any share or part of this contract or to any 
benefit that may arise herefrom, but this restriction shall not be con- 
strued to extend to this contract if made with a corporation or company 
" 7 general benefit. 

The Contractor warrants that it has not employed any person 
to solic it or secure this contract upon any agreement for a commission, 
percentage, brokerage, or contingent fee. Breach of this warranty 
shall give the United States the right to annul the contract or, in its 
discretion, to deduct from the contract price or consideration the 
amount of such commission, percentage, brokerage, or contingent fee. 
This warranty shall not apply to commissions payable by contractors 
upon contracts or sales secured or made through bona fide established 
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commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. 

12. Where the operations of this contract extend beyond the current 
fiscal year, the contract is made contingent upon Congress’ making 
the necessary appropriation for expenditures hereunder after such cur- 
rent year shall have expired. In case such appropriation as may 
be necessary to carry out this contract is not made, the Contractor 
hereby releases the United States from all liability due to the failure 
of Congress to make such appropriation. 

13. In connection with the performance of work under this con- 
tract, the Contractor agrees not to discriminate against any employee 
or applicant for employment because of race, religion, color, or na- 
tional origin. The aforesaid provision shall include, but not be 
limted to, the following: employment, upgrading, demotion, or trans- 
fer; recruitment or recruitment advertising; layoff or termination; 
rates of pay or other forms of compensation; and selection for train- 
ing, including apprenticeship. The Contractor agrees to post here- 
after in conspicuous places available for employees and applicants for 
employment, notices to be provided by the Contracting Officer setting 
forth the provisions of the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provision in 
all subcontracts hereunder, except subcontracts for standard com- 
mercial supplies or raw materials. 

IN WITNESS WHEREOF, the parties have caused this Supplement to 
the Exchange Contract to be executed on the day and year first above 
written. 

Tue Untrep States or AMERICA 
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LETTER OF JUNE 4, 1957, From THE SECRETARY OF THE INTERIOR TO THE 
SPEAKER OF THE Howse or REPRESENTATIVES SUPPLEMENTING LETTER 
oF Frpruary 12, 1957 


DEPARTMENT OF THE INTERTOR, 
OFFICE OF THE SECRETARY, 

Washington 25, D. C., June 4, 1957. 

Hon. Sam Raysurn, 
Speaker of the House of Repre sentatives, 
Washington, D.C. 
Dear Mr. Speaker: On February 12, 1957, I transmitted to you 

my report on negotiations with prospective purchasers of the falling 
water to be produced by the Trinity River division of the Central 
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Valley project, in conformance with the provisions of Public Law 
386, 84th Congress, Ist session. 

Certain data set forth on page 3 of my letter of February 12 have 
been found to be in error due to the use of outdated rate schedules by 
Sacramento employees of the Bureau of Reclamation in estimating 
the additional costs of power to preference customers under joint de- 
velopment of the Trinity division. 

The Bureau of Reclamation and representatives of the Pacific Gas 
& Electric Co. have rechecked the rate schedules previously used and 
are now in agreement on the savings to preference customers under 
an all-Federal project (based on the Bureau’s assumptions as to divi- 
sion of power among its customers). The savings to preference cus- 
tomers that could be served (from the Central Valley project with- 
out the San Luis unit) would be $115,002,000 over the 50-year pay- 
out period, instead of the $86,000,000 given in my previous report. 
This figure is based on preference loads totaling 650,000 kilowatts 
under all-Federal development and 400,000 kilowatts under joint de- 
velopment. It also assumes that the Sacramento Municipal Utility 
District would be served under a schedule R rate of the Pacific Gas 
& Electric Co., with a 9-percent discount for bulk sales which the 
Pacific Gas & Electric Co. has orally assured us would be available 
to the Sacramento Municipal Utility District. Of the total savings, 
$28,812,000 would be applicable to Federal agencies and $86,190,000 
to other preference customers. 

A similar computation with the San Luis unit added shows that 
the savings in cost to Federal agencies and other preference customers 
over the 50-year period would be $149,940,000 instead of $118,000,000 


originally stated. Of the total amount, $91,920,000 would be the 
savings to Federal agencies and $58,020,000 to other preference cus- 
tomers. These data are based on preference loads totaling 470,000 
kilowatts under all-Federal development including San Luis and 
290,000 kilowatts under joint development. 
This letter should be considered as a supplement to my February 12, 
1957, letter and report. 
Sincerely yours, 
Frep A. Seaton, 
Secretary of the Interior. 





